FAR EASTERN 


ECONOMIC REVIEW 


Vol. VIII 


Hongkong, May 18, 1950 


No. 20 


America’s Assistance to Underdeveloped Countries 
iBy August Maffry 


Someone has aptly said that Pre- 
sident Truman “hit the jackpot of 
the world’s political emotions” when 
he announced the Point Four Program 
in his inaugural address in January 
1949. Since then there has been a 
flood of written and spoken words on 
Point Four, most of them devoted to 
saying what the Program ought to be. 
Now, a year after the President’s ori- 
ginal announcement, it is tmme to take 
stock and find out where Point Four 
actually stands and where it seems to 
be going. 


The variety of reactions to Point Four 
at home and abroad is to be explained 
by the breadth and vagueness of the 
concept. Point Four envisages a 
many-sided cooperative program be- 
tween the United States and friendly 
foreign countries designed to facilitate 
the spread of American scientific tech- 
nology and the flow of American 
capital to the underdeveloped areas 
of the world. It is possible for almost 
any group to find in this formulation 
a clue to what it is seeking in its own 
interest or thinks should be done to 
improve the state of the world in 
general. 


First of all, there are the humanitari- 
ans, who welcome Point Four because 
of the promise that it will be an or- 
ganized effort to carry American 
knowledge and American wealth to 
the underprivileged peoples of the 
earth. They think of it in terms of 
relieving hunger, eradicating disease, 
and raising levels of living. Neither 
government nor business shauld dis- 
raiss this humanitarian approach as 
mere do-goodism and hence of no im- 
portance. On the contrary, the mis- 
sionary spirit of the American people 
is not only noble; it is a potent force 
in the international relations of the 
United States. However, I do not 
propose to dwell on the humanitarian 
aspect of the Point Four Program. 


Then there are the exporters both 
of goods and technical services, some 
of whom see in Point Four another 
government prop for the present high 
level of United States exports. As 
I shall later indicate, there is a good 
deal of wishful thinking in this ap- 
praisal of Point Four induced no doubt 
by the current pinch of a declining 
supply of dollars available to foreign 
countries and by the’ prospect of a 
further decline as ECA appropriations 
are progressively reduced. 


The professional and amateur strate- 
gists in the cold war between the 
Western Powers and Russia also wel- 
comed Point Four. They find in its a 
promise that at long last the United 
States is turning from essentially de- 
fensive measures against the spread 
of Communism, such as the Marshall 
Plan and the North Atlantic Pact, to 
positive measures for improving the 
lot of underdeveloped countries and 
thus giving them a tangible alternative 
to the blandishments of Communism. 
This is the point of view which em- 
phasizes the political objectives of 
Point Four. 


In foreign countries there are many 
who, like some of our own exporters, 
conceive that Point Four will open up 
a new source of United States Govern- 
ment funds to finance large-scale de- 
velopment programs and the purchase 
of the required American goods and 
services. Some have been able to 
persuade themselves that Point Four 
will be the successor to the Marshall 
Plan and a means of filling the dollar 
gap which has been filled mainly by 
ECA funds during the past two years. 


These varied reactions are enough 
to indicate the vague and often con- 
fused notions about Point Four. I am 
continually amazed to hear people 
speaking of Point Four as if it were a 
program in being with definite scope 
and purpose. I am also embarrass- 
ed, as I am sure many of you have 
been, to have people ask me whether 
I am in favor. of Point Four. It is easy, 
but contributes nothing, to say that 
one is in favor of the application of 
American technology and the employ- 
ment of American capital in under- 
developed countries. In order to go 
further, however, one must know 
where Point Four actually stands today 
and where it appears to be headed. 


Role of Private Capital 


In terms of legislative proposals un- 
der* consideration by the Congress, 
Point Four consists of two pending 
measures. One of these would au- 
thorize the President to extend tech- 
nical assistance to foreign countries 
through agencies of the United States 
Government or, wherever practicable, 
through agencies of the United Nations 
and private agencies and persons. The 
second would amend the Export-Im- 
port Bank Act of 1945 to empower the 
Bank to guarantee private investments 
in foreign countries against the risks 


‘it doesn’t do so, some 


of (1) inconvertibility of foreign cur- 
rency derived from an investment and. 
(2) loss resulting from expropriation, 


confiscation, or seizure by action of 
public authority. In his recent tax 
message to Congress, the President 


also proposed certain tax concessions 
to American corporations operating 
abroad and to Americans residing 
abroad. I shall return to these legis- 
lative proposals in a few minutes. 
Aside from legislation, Point Four 
consists of bilateral investment treaties 
between the United States and foreign 
countries giving formal assurances of 
fair treatment of American invest- 
ments. These treaties are thus intend- 
ed to help create a favorable climate 
for private investment in foreign 
countries and consequently to induce: 


an increased flow of private United 
States capital to them for permanent 
investment. This objective goes to 


the real substance and essence of Point 
Four, which is the stimulation of pri- 
vate enterprise and private investment 
in underdeveloped areas. Point Four 
calls for American business to go on 
doing what it has been doing ever 
since American capital and know- 
how began going abroad about the turn 
of the century—only now on a:grander 
scale: 

Now I realize that there are some 
observers in government and out who: 
do not believe that private capital can 
be induced to go abroad in sufficient 
volume and that eventually public 
capital will have to be provided to 
carry out the purposes of Point Four. 
Some of those who hold this view are 
quite sincere and objective. They are 
well aware of the present obstacles to 
increased private foreign investment 
and have genuine doubts that these 
obstacles will be removed. Others, I 
am sorry to say, are completely cyni- 
cal in their attitude and have no desire 
to see private enterprise do the job 
because they believe for one reason 
or another that it ought to be done 
by government. 

However, all who discount the role 
of private investment are prone to: 
make assumptions which prejudice 
the issue. The most common of these: 
is the assumption that private capital 
must be forthcoming on a scale suffi- 
cient to close the present dollar gap of 
approximately $5 billion and that, if 
other means 
will have to be found. In this view, 
the present level of exports, and hence 
the existing dollar gap, become fixed 
points of reference. It is rarely sug— 
gested that it may not be possible to 
maintain the present level of exports 
without employing undesirable anc& 
imprudent financial expedients: 
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Another, and I think erroneous, as- 
sumption is that underdeveloped areas 
can absorb foreign capital at a multi- 
billion-dollar annual rate. The lack 
of mature, economically feasible pro- 


jects would alone rule out new invest-° 


ment on any such scale, not to men- 
tion equally important and even more 
stubborn political, social, and cultural 
limitations. 


Role of Public Capital 


The issue of private versus public 
capital in carrying out Point Four 
brings into question also the current 
and future roles of the Export-Import 
Bank and the International Bank in 
making loans to foreign countries. The 
current operations of these institutions 
are on a relatively small scale. During 
1949, the Export-Import Bank authoriz- 
ed new loans of $241 million, of which 
the principal commitments were those 
to Israel, Afghanistan, Yugoslavia, and 
to certain Latin American countries. 
With the exception of a credit to Chile 
to assist that country in meeting an 
acute shortage of dollars, the Bank’s 
new commitments in 1949 were for 
development purposes, broadly speak- 
ing, although in certain instances with 
strong political overtones. 


Loans committed by the International 
Bank during 1949 amounted to approxi- 
mately $235 million, also for develop- 
ment purposes in a _ broad_ sense. 
Accordingly, the Export-Import Bank 
and the International Bank together 
made new commitments during the year 
of somewhat less than $500 million. 
This was less than half of the amount 
of private United States capital invest- 
ed in foreign countries during 1949. It 
cannot be said, therefore, either that 
loans by governmental and intergovern- 
mental agencies are now being made on 
an extraordinarily heavy scale or that 
they predominate in new dollar invest- 
ments abroad. 


The role of these two institutions in 
Point Four is controversial. There are 
those who would proscribe — further 
jJoans by the Export-Import Bank to 
foreign governments or their agencies 
on the ground that such loans are bad 
in principle and prejudice the invest- 
ment of private capital in several 
ways. The chief argument is that 
foreign countries will feel no compul- 
sion to create or maintain conditions 
attractive to private capital so long as 
public capital is available to. them on 
easy terms. Another is that public 
capital, which is made available ex- 
clusively on a loan basis, ties up the 
exchange resources of borrowing coun- 
tries and thus reduces their capacity to 
attract and service private investment. 
A related contention is that public in- 
-vestment creates a preferred claim on 
foreign countries to the detriment, in 
times of exchange stringency, of ser- 
vice on private investment. Still an- 
other is that loans out of public funds 
are used to create facilities which com- 
pete with existing private facilities or 
to establish government monopolies to 
the exclusion of private undertakings. 
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The observations are made to apply 
particularly to operations of the 
Export-Import Bank and in_ smaller 
degree to the operations of the Inter- 
national Bank because the latter must 
now obtain additional funds from 
private investors in the United States 
rather than as previously in large part 
from the United States Treasury. 
However, so far as this distinction is 
concerned, the International Bank 
operates no less than the Export- 
Import Bank on the credit of the United 
States Government. 


The fact remains that the Export- 
Import Bank and the International 
Bank are at present the only sources 
of public or quasi-public funds _ for 
foreign economic development. They 
have between them approximateiy $1 
billion of loanable funds. They are 
undoubtedly destined to play a role in 
Point Four, the only question being 
how important a role. I would agree 
that, under some circumstances and 
beyond certain limits, loans by the 
Export-Import Bank and the _ Inter- 
national Bank to. foreign countries are 
prejudicial to both existing and new 
private investment abroad. I am un- 
able to agree that this is the inevitable 
result under any or all circumstances. 
Indeed, loans by these institutions can 
under some circumstances both im- 
prove the position of existing private 
investments and open the way to new 
investments. It is a question of where, 
to whom, for what purposes, and under 
what conditions, express and implied, 
the loans are made. The issue should 
not be agitated as if it were all black 
or all white. Actually, it is all grey. 


Furthermore, in the absence of public 
capital for investment abroad, some of 
the key problems of foreign economic 
development would be insoluble, and 
some of them may defy solution even 
if public investment is forthcoming. 
There are certain prerequisites to 
economic development such as _ sanita- 
tion, transportation, water control, and 
electric power. With the possible ex- 
ception of power, no one supposes that 
these facilities will be provided by 
private investment; nor in most 
instances is it realistic to suppose that 
they will be financed except in small 
part by underdeveloped countries them- 
selves. Hence, if the facilities are to 
be created, they must be _ created 
primarily by public capital provided 
directly or indirectly by the United 
States. 


One of the big difficulties in this con- 
nection is the very great aggregate cost 
of the basic facilities of economic de- 
velopment. Another difficulty already 
mentioned is that public capital is 
available only on loan terms, which 
means that it has to be repaid and 
cannot remain as permanent  invest- 
ment. Here is the major unsolved 
financial problem of foreign economic 
development. The paradox is that 
what wants to be done can be done 
only in the wrong way, that is, by loans 
rather than by equity investment, and 
in a way which is often prejudicial to 
private investment. 


I go back now to the elements of 
Point Four as it stands today and pro- 
pose to deal with each in turn. These 
are (1) the technical assistance pro- 
gram, (2) investment guaranties, (3) 
tax concessions, (4) bilateral invest- 
ment treaties, and (5) private foreign 
investment. 


Technical Assistance 

The technical assistance program is 
embodied in a House bill introduced 
both by Chairman Kee of the Foreign 
Affairs Committee and Congressman 
Herter of Massachusetts. It takes the 
place of two earlier proposals, one an 
Administration measure and the other 
put forward by Mr. Herter as an inte- 
grated measure for implementing Point 
Four. The new bill is a compromise 
reached largely through the efforts of 
Mr. Herter, who has worked untiring- 
ly to secure a maximum of participa- 
tion by private enterprise in the Point 
Four Program. In brief, the bill 
authorizes the President to extend 
technical assistance to foreign countries 
through agencies of the United States 
Government with the participation, 
wherever practicable, of agencies of 
the United Nations and private agencies 
and persons. The President’s budget 
contemplates an initial appropriation 
for this purpose of $35 million. 

The important feature of the bill from 
the point of view of American business 
is the statement of Congressional 
policy which precedes and conditions 
the authority to extend technical assis- 
tance. This statement of policy places 
emphasis on fair treatment of private 
investors, establishes standards for 
assistance to foreign countries whether 
of technical aid or of money, and 
makes it clear that the Congress intends 
that reliance shall be mainly upon 
private endeavor. Some of us had 
hoped that the bill would also carry 
a delimitation of the fields in which 
technical assistance might be extended 
through government channels, with the 
result that all other fields would be 
reserved for private enterprise. This 
distinction was thought not to be prac- 
ticable by our government friends and, 
in any event, was not written into the 
pending bill. The measure has strong 
bipartisan support and should have a 
good chance of passage in its present 
form. 

The amount suggested for technical 
assistance for the first year is small. 
It is small not only in terms of some 
original aspirations at home and abroad 
but also small in terms of the vast 
underdeveloped areas which may seek 
technical assistance and the very 
humerous types of technical assistance 
programs which may be brought for- 
ward. In this sense, the first-year pro- 
gram is not likely to cause much ex- 
citement in foreign countries or to 
cause much concern among taxpayers 
and champions of private enterprise in 
the United States. What the technical 
assistance program may eventually be- 
come out of. these smali beginnings is 
another matter. Washington experts 
insist that the immediate limitation is 
the lack of qualified technicians avail- 
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able to carry their scientific knowledge 
to foreign lands. What they must be 
thinking of is the limited number of 
technicians who might be available to 
go abroad under government auspices. 
The number which would be available 
from private enterprise under appro- 
priate incentives and safeguards would 
be many, many times greater. 


Investment Guaranties 


As regards the proposed investment 
guaranties, there is a wide division of 
opinion in both government and busi- 
ness circles. The pending legislative 
measure would, as I have already said, 
empower the Export-Import Bank to 
guarantee private investments in 
foreign countries against two risks: one, 
the risk of inconvertibility of foreign 
currency derived from an investment; 
and, two, the risk of loss resulting from 
expropriation, confiscation, or seizure 
by action of public authority. 

There is in the current , investment 
guaranties extended by ECA through 
the agency of the Export-Import Bank 
a precedent for the first type. of 
guaranty, that is, the guaranty against 
ineconvertibility. The authority given 
to ECA to guarantee new dollar in- 
vestment in ERP countries against this 
risk has been sparingly used. 
Guaranties issued to date amount al- 
together to less than $5 million as com- 
pared with an authorization for this 
purpose of $300 million during the 
first year of ECA operations and $150 
million during the second year. There 
were complicating factors present in 
both years, but the fact remains that 
American investors have shown very 
little interest in guaranties against the 
risk of inconvertibility as regards new 
investments in ERP countries. 

One reason for this lack of interest 
is, of course, the general reluctance of 
American capital to go to Europe in the 
face of present political and economic 
uncertainties with or without the pro- 
tection of convertibility guaranties. 
Whether the interest would be sub- 
stantially greater if the ECA guaranty 
extended to other risks of foreign in- 
vestment, including war risks, would 
depend upon prospective rewards as 
compared with alternative investment 
opportunities in the United States and 
in other parts of the world. Where 
investments have been made in ERP 
countries without the protection of an 
ECA guaranty, the reasons 
going it would include the cost of the 
guaranty in relation to expected return 
on investment, willingness to rely upon 
assurances of convertibility given by 
recipient countries, and unwillingness 
to seek the formal approval of a foreign 
government, as is réquired, or to pass 
an investment proposal through the 
‘ECA machinery. 

Business sentiment towards the pro- 
posal to give the Export-Import Bank 
guaranty powers without geographic 
limitation seems to have crystallized in 
opposition. There is a numerous group 
of business men who object to the pro- 
posal on principle because it represents 
‘to them another intrusion by govern- 
ment into the sphere of private busi- 


for fore-. 


ness. Those who hold this view usually 
contend also that United States Gov- 
ernment guaranties would have the 
effect of relieving foreign countries of 
their incentive and rightful obligation 
to create a favorable climate for foreign 
investment if they wish to attract and 
retain outside capital. There is the re- 
lated argument that Export-Import 
Bank guaranties, if applied as intended 
only to new investments, would be 
prejudicial to existing investments, 
which would not enjoy the same pro- 
tection or the same status in the eyes 
of foreign governments. 

There is a minority opinion which 
favors investment guaranties by the 
government, or which at least does not 
object to it on principle, because of 
the chance that it may be an effective 
means of stimulating a larger flow of 
private capital to foreign countries and 
conceivably be so administered that 
there will be no net loss to the gov- 
ernment in the long run. There is 
also what might be called a middle 
view, which is that government guaran- 
ties of foreign investment risks may 
possibly provide sorne. stimulus to 
foreign investment and may be taken 
advantage of under some circumstances 
by corporations investing abroad, but 
that they can never be a satisfactory 
substitute for a favorable investment 
climate in foreign countries and can 
therefore never by themselves serve in 
any important way to increase the flow 
of private capital to foreign countries. 

Whatever the correct view of this 
matter, the Administration will press 
for early action by the Congress 
authorizing the Export-Import Bank 
to extend investment guaranties. In- 
cidentally, there is obviously no com- 
promise between the government posi- 
tion on this issue and the majority 
business view because the Export- 
Import Bank will either have guaranty 
powers or not have them as Congress 
decides. However, the Bank will be 
left with widest discretion in the 
application of its powers. The indica- 
tions are that the present management 
of the Bank proposes to use its powers, 
if it receives them, in a cautious way, 
and that it does not expect the amount 
of guaranties issued over the next few 
years to aggregate any large sum. 
There is also indication that the Bank 
expects its investment guaranties to be 
sought largely by small investors un- 
accustomed to foreign operations or 
unable to cope unassisted with the risks 
of foreign investment rather than by 
present large corporate investors. The 
latter now generally oppose the exten- 
sion of guaranties on principle and are 
usually able to protect their interests 
abroad without extraordinary govern- 
ment assistance. 

It may be noted that, whereas there 
is some experience already with 
guaranties of convertibility of return on 
foreign investment, there is no experi- 
ence on underwriting “loss from ex- 
propriation, confiscation, or seizure by 
action of public authority.” This 
would involve the determination of 
value of investment for purposes of 
compensation in the event of loss with- 


633 


out prompt, adequate, and _  eftective 
compensation, as the phrase goes, by 
agreement both between the Export- 
Import Bank and thé assured and be- 
tween the Bank and the government of 
the foreign country~concerned. The 
legal and other problems involved are 
intricate and troublesome, 


Tax Concessions 


The tax concessions on foreign in- 
come proposed by the Administration 
consist of (1) postpone the tax on cor- 
porate income earned abroad until it is 
brought home; (2) extend and gener- 
alize the present credit for taxes paid 
abroad; and (3) liberalize the foreign 
residence requirement for exemption of 
income earned: abroad. 

The first of these proposals would 
encourage the reinvestment of earnings 
from. foreign investment by making the 
Federal income tax applicabie only to 
income brought back to the United 
States. The second would reduce the 
total tax burden on foreign operations 
by extending the allowance for taxes 
paid abroad to income on investments 
representing less than a majority 
ownership and by giving additional 
recognition to losses as well as gains 
on operations abroad. The third is in- 
tended to encourage American techni- 
cians to go abroad by exempting from 
Federal income tax earned income of 
an American resident abroad from the 
time he becomes a bona fide resident 
abroad (instead of requiring that he be 
resident abroad during the entire tax- 
able year). 

These concessions are certainly to be 
recommended, although I get no clear 
sense of their probable effectiveness in 
stimulating additional investment 
abroad. The Treasury and the Ad- 
ministration do regard them as impor- 
tant concessions to corporations operat- 
ing in‘foreign countries and _ believe 
they will provide a substantial stimulus 
to new investment. A further en- 
deavor in the same direction is the 
negotiation of tax treaties with other 
countries to eliminate double taxation 
and for other purposes. 


Bilateral Treaties 

The negotiation of bilateral invest- 
ment treaties is going steadily forward. 
A treaty with Italy has been duly 
ratified and is in effect. Treaties with 


Uruguay and Eire have been signed 
and await ratification. Negotiations 
with Brazil, Colombia, France, and 


India have been publicly announced, 
and negotiations with other countries 
are under way or in prospect. 

This effort on the part of the United 
States Government to obtain formal 
assurances of fair treatment for United 
States capital invested in foreign coun- 
tries is entirely laudable and should 
have the full support of the business 
community. Indeed, much of the im- 
petus behind the effort and many of the 
provisions of the treaties already 
negotiated or under negotiation have 
come from private business. The 
International Chamber of Commerce 
and its United States affiliate, the U.S. 
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Council, brought forth last year a 
“Proposed Code of Fair Treatment for 
Foreign Investment” which was a de- 
tailed and comprehensive statement of 
the assurances which the international 
business community considered neces- 
sary and appropriate on the i part of 
foreign countries seeking outside capi- 
tal. Other business groups have close- 
ly studied the provisions of the treaties 
already concluded. The consensus, I 
believe, is that the treaties are general- 
ly satisfactory, although some reserva- 
tions are offered, as for example re- 
garding the recent treaty with Uruguay 
to the effect that the transfer of earn- 
sufficiently high 


ings is not given 
priority in the event of exchange 
restrictions. 


These bilateral treaties, entered into 
in good faith and carried out in good 
faith, will certainly be beneficial both 
to American investors and to foreign 
countries in which American capital is 
invested. However, it must be recog- 
nized that no form of intergovern- 
mental agreement can of itself create a 
favorable climate for American private 
investment abroad. Performance will 
always be more persuasive than pro- 
mises, and American investors will 
continue to look to the performance of 
foreign countries in their treatment of 
foreign investments as the acid test of 
climate. Furthermore, there are many 
intangible elements summed up in the 
word “climate” which can never be 
reduced to the terms of a _ written 
instrument. 


Obstacles to Foreign Investment 

It is not to be supposed that all, or 
even most, of the obstacles to foreign 
investment can or will be removed by 
international agreements, by  invest- 
ment guaranties extended by the 
United States Government, or by any 
other means. If the risk of inconver- 
tibility is reduced by agreement or 
eliminated under an Export-Import 
Bank guaranty, the risk of deprecia- 
tion of foreign assets will remain. Even 
if flagrant forms of discrimination 
against American investors are 
eliminated by unilateral action or by 
bilateral treaties, there will remain the 
threat of what has been called creeping 
expropriation through burdensome 
taxes, labor laws, and welfare legisla- 
tion. Even if the threat of actual ex- 
propriation without prompt, adequate, 
and effective compensation is eliminat- 
ed by treaty or guaranty, no investor 
will knowingly incur the trouble and 
expense of establishing a foreign 
operation only to have it taken away 
from him, even with compensation, 
after it has become a going enterprise. 


There is also nothing which will re- 
move the present chief deterrent to 
foreign investment, which is the high 
return on domestic investments free of 
the peculiar risks of foreign invest- 
ment. The average earnings on 
American corporate investments abroad 
appear quite favorable in an absolute 
sense. The rate of earnings on value 
of investment in 1945, 1946, 1947, and 
1948 was 9.2%, 12.2%, 15.2%, and 


17.1%, respectively, after foreign taxes. 
However, domestic investments in 
roughly similar industries earned in the 
same years 7.7%, 9.1%, 12.0%, and 
13.8%, respectively, on net worth after 
U.S. taxes. On the basis of this sample, 
the difference in the overall rewards 
from investments abroad and _ invest- 
ments at home is not very great and 
would seem hardly sufficient to offset 
the additional risks of foreign invest- 
ment. 


Rate of New Investment 

Despite this comparison and despite 
all the obstacles to foreign investment, 
American capital continues to go abroad 
in substantial volume. During the 
four postwar years 1946-1949, new in- 
vestments in foreign countries by 
American corporations exceeded $4 
billion. In prewar times, this would 
have been accounted a phenomenal 
amount of new investment. It appears 
small in its postwar setting for several 
reasons. First, it is small as compared 
with the amount of government loans 
during the same period and very small 
as compared with government grants to 
foreign countries. Second, it is small 
in comparison with the dollar gap, 
which has ranged between $10 billion 
in 1947 and $5 billion in each of the 
years 1948 and 1949. Finally, the 
amount of new investment is discounted 
on the ground that such a large pro- 
tion of it consists of oil investments in 
Venezuela and the Middle East motivat- 
ed by special and perhaps temporary 
incentives. 


These comparisons tend unduly to de- 
preciate the current flow of private 
United States capital to other countries. 
I think the record is impressive and 
considerably better than might have 
been anticipated in view of the uncer- 
tainties of the postwar world. Further- 
more, the record of postwar invest- 
ment throws considerable light on the 
ruling compulsions and motives which 
induce American corporations to put 
money abroad. The compulsion in the 
case of the oil industry and other ex- 
tractive industries is to find additional 
sources of raw materials in order to 
maintain and expand their operations. 
With respect to oil, this may be a 
declining compulsion. The ruling 
motive in the case of manufacturing 
companies is to jump over trade 
barriers and currency restrictions in 
order to hold existing markets and 
enter new ones. Since I believe the 
difficulties of direct export from United 
States plants to foreign markets will 


* increasé, I believe this motive affecting 


manufacturing corporations will be- 
come stronger rather than weaker over 
the next period. 


Whether the rate of total new in- 
vestment abroad by American corpora- 
tions will continue at $1 billion per year 
is problematical; whether it will rise 
to some higher annual rate is even 
more problematical. Incentives to 
foreign investment are blunted by per- 
sistent deterrents to investment. 
Socialistic tendencies and economic 


nationalism affecting many foreign 
countries threaten the suffocation of 
private enterprise or expropriation of 
private holdings. Exchange controls 
are almost everywhere in effect, and 
the prospect is that they will continue 
indefinitely into the future. Over- 
hanging all is the spectre of another 
incalculably devastating war. And 
there is always the counter-attraction 
of profitable and relatively riskless in- 
vestment at home. 


Paradox of Point Four 

Here is the paradox of Point Four, 
which lies in the contradiction of 
attempting to enlist private capital in 
fighting what is essentially a part of 
the cold war against Communism. 
American business is urged to step up 
the rate of foreign investment, but 
under conditions which are far from 
propitious. Yet Point Four will be- 
come an important economic and poli- 
tical force only if the rate -of private 
investment is maintained and increased. 
There is no other plausible way in 
which the benefits of American techno- 
logy and American capital can be 
carried effectively to the under- 
developed areas of the world, no other 
way in which our own foreign trade 
and international trade in general can 
receive the lasting stimulus of sound 
investment. 


Everyone interested in foreign trade 
should therefore lend his full support 
to government and business efforts to 
improve the climate in foreign coun- 
tries for private investment. The 
United States Government should con- 
centrate its efforts on the same objec- 
tive and not be diverted from its course 
by false expedients in the guise of short 
cuts. The whole history of the western 
nations demonstrates that, under con- 
ditions of political and economic free- 
dom, there is no easy or short road 
to economic development. The really 
incredible performance of the American 
economy, both during and since the 
war, should be proof enough that it 
can be achieved most rapidly and most 
efficiently under a regime of free, com- 
petitive enterprise. Governments can 
and should take measures to encourage 
and facilitate private investment and 
private enterprise. It is a fatal mis- 
take, however, to suppose that govern- 
ments can replace private endeavor in 


the process of economic development. 


_The above article is the address en- 
titled “Whither Point Four?” made by 
August Maffry before the Chicago World 
Trade Conference on February 27, 1950. 
Great interest was aroused, both in the 
U.S. and abroad, by President Truman’s 
Point Four Program. The objective of 
the Program is to make available to the 
free peoples of the world the skills and 
financial assistance necessary to enable 
them, through their own efforts, to raise 
standards of living. 

August Maffry is a Vice President of 
the Irving Trust Company, where he 
serves as adviser on economic conditions 
in foreign countries. Prior to joining the 
Irving Trust, he was. Vice President and 
Economic Adviser of the Export-Import 
Bank of Washington and was previously 
connected with the U.S. Department of 
Commerce, and before that he taught at- 
his alma mater, the University of Mis- 
souri, and at Dartmouth College—(ED.) 
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ECONOMIC NEWS FROM THE UNITED STATES 


By E. Kann, ied Angeles) 


(Special to the Far Eastern Economic Review) 


The Economic Situation 
States 


It is a testimony to the financial 
strength of the United States that, not- 
withstanding the decidedly critical for- 
eign political situation, economic pro- 
gress is fully maintained. In spite of 
the prevalence of a row of unfavourable 
internal factors a mild, but distinct, 
wave of prosperity continues in Amer- 
ica. If one weighs the clearly perceiv- 
able points of positive and negative 
items characterizing the economic field 
here, it will be found that not only do 
these equilibrate, but that favourable 
symptoms outbalance derogatory im- 
pediments. Over-all public sentiment 
is much more buoyant than it has been 
for several months past. 


Before proceeding further, let us 
analyze the principal items constituting 
good and bad in the U.S. economic field: 
Amongst favourable factors are the fol- 
lowing: Already by the beginning of 
April of the current year the production 
of automobiles has crossed the 2 million 
mark. This infers that the output is 
17% ahead of the identical 1949 level, 
notwithstanding the now 100 days strike 
in the large Chrysler factory. A second 
good symptom is to be found in per- 
sonal Income; same has risen to $219 
billion annual rate, which signifies an 
advance of 7.8 billion dollars over a 
year ago. A third significant pointer is 
found in the activities of the steel in- 
dustry. Operations at the opening of 
May is surpassing 100% of capacity, 
and the annual ingot output now is at 
a new all-time high. A fourth encour- 
aging point is discernible from _ the 
placing of new orders for railroad 
freight cars. Nearly 25,000 cars were 
ordered during the first quarter of 1950, 
with only 2,400 new cars during the 
comparable period of 1949. Fifthly, 
building activities throughout the coun- 
try during March of this year were the 
highest on record; in fact they were 
74% above those of March last year. 
Sixth, non-ferrous metals are again in 
heavy demand, testifying to intense in- 
dustrial activity. In March 123,000 
tons of copper were shipped by copper 
concerns, the highest figure for three 
years; copper producers inventories are 
lowest since 1945. Zinc, nickel and 
aluminium also are showing advancing 
price tendencies, and even lead, treated 
so far very stepmotherly, has begun to 
shyly move upward. A seventh con- 
crete item for optimism is found in the 
proven estimate that first quarter (1959) 
profits on an annual basis topped any 
period of last year. 


But we are not yet at journey’s end. 
Employment in the United States, to- 
ward the end of April, was ihe best 
since December last. This is due to 
enhanced activities in factories, com- 
bined with seasonal farm work. The 
number of gainfully employed persons 
increased during April to the extent of 
1,117,000, bringing the total of employed 
to 58,668,000. On April 8 the number 


in the United 


of unemployed in this country aggre- 
gated 3,515,000. It is thought that, by 
the late summer, the number of job- 
less will have to see a considerable aug- 
mentation, due to a large number of 
school graduates entering the field of 
earning. Furthermore, factory produc- 
tion, as well as sales, stand at the high- 
est levels for more than a year. Fresh 
orders placed with producers in March 
reached a post-war peak and, accord- 
ing to the Commerce Department, un- 
filled orders continue to accumulate. 
This state of affairs insures good em- 
ployment and profitable working during 
the second quarter of the current year. 

The booming of the New York Stock 
market. cannot by itself be called a 
favourable factor, for it is much more 
consequence than cause. On May 1, 
the New York Dow Jones industrial 
average reached nearly 216, a more 
than 20 years high. 

In spite of such encouraging and dis- 
tinctly favourable factors production 
material inventories are slightly down 
for the month of April, for increased 
production schedules have eaten into 
stocks a little faster than they have 
been replaced. This means that, dur- 
ing the next few months, higher pro- 
duction levels will bring about some 
inventory build-up. 


Some Unfavourable Factors 


Against these outstanding and encou- 
raging favourabie items we have to 
take account of some negative symp- 
toms, though those do not, for the time 
being, outpace the optimistic side. The 
unpalatable foreign political aspect, al- 
ready referred to, tops the list of de- 
precatory indications. Though its con- 
tinuance is responsible for a huge 
amount of stock-piling and government 
orders, mostly in the field of arma- 
ments, such business cannot be inter- 
preted as constructive. 

A second disparaging symptom is to 
be seen in the unsolved treatment of 
America’s farm surpluses. Another 
good harvest is ‘threatening’ the coun- 
try. With huge stocks already in its 
lap, government is perplexed as to the 
rational disposal of surplusages. As 
the problem involves many billions of 
taxpayers money, the burden is really 
heavy. 

A third and weighty detracting point 
will be found in the delicate labour 
situation. After the weighty steel and 
coal strikes, the motor car industry was 
and is still threatened by upheaval. 
Encouraged by successes attained by 
labour leaders, demand upon industrial 
enterprises is constantly growing in 
extent, causing the general public to 
hold the bag in the end. 

A fourth deprecatory factor is the 
lack of orders in the American ship- 
building industry. Only 43 vessels 
were on order by mid-April in U.S. 
shipyards. The reason for this apparent 
lagging is to be found in foreign com- 
petition: drastically underbidding Ame- 
rican shipbuilders. 
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Recent Corporation Earnings: 


The following tabulation depicts some 
recently published first-quarter results 
of some of the larger U.S. corporations: 

Name 1949 March quarter 1948 


Socony Vacuum ..... $22,000,000 $26,000,000 
‘Reynolds Tobacco . 8,168,000 8,313,000 
Union Pacific Railway 10,305,000 2,862,000 
National Steel Corpor, 13,434,000 14,753,000 
Bethlehem Steel , 25,573,000 33,129,000 
Standard Oil of Cali- 

Pornlaw) ccmjasw. vehinate 24,824,000 37,390,000 
National Distillers 

Gov Seco. teaie a 5,082,000 5,653,000 
National Cash Register 2,594,000 3,029,000 
North American 

ADIATION, 0 «tense ete 3,259,000 3,012,000 
Dupont de Nemours .. 51,735,000 40,806,000 
Standard Oil of New 

gy Pe aon cedar ninnee 65,000,000 75,000,000 
Borg Warner Corpor. 6,542,000 6,692,000 
‘Pittsburgh Plate Glass 17,956,000 7,914,006 
Columbia Gas System 8,620,000 6,792,000 


Foreign Competition to U.S. Oil 


The domestic oil industry is suffering 
from foreign competition to a marked 
degree; such complaints go in two direc- 
tions: (a) Individual American petro- 
leum producers voice strong opposition 
to foreign oil imports into this country; 
(b) American oil firms operating abroad 
are complaining of a sharp pinch 
emanating from Great Britain’s new 
petroleum regulations. 

During 1949 foreign oil imports into 
the United States increased from 500,- 
000 to 750,000 barrels a day in December 
of that year, according to a statement 
made by the president of the Oil Pro- 
ducers Agency. In order to absorb this 
huge auantity of foreign oil, the domes- 
tic industry has been compelled to dras- 
citally reduce its production in order 
to prevent an overflow on the market. 
Actually the American oil industry has 
ample developed production and huge 
reserves to adequately supply its do- 
mestic markets. 

The consequences of foreign oil en- 
tering the U.S. markets culminated in 
forcing the home industry to cut back 
its output to the extent of one million 
-barrels daily for the time being. Im- 
pact of those imports has caused reduc- 
tions in the price of heavy fuel and 
crude oil and has caused enormous 
damage to the American oil producing 
industry. 

A maior imvorter and overseas opera- 
tor, Standard Oil Co. of New Jersey, 
recently told its shareholders: ‘Jer- 
sey’s loss of sales in 1949, because of 
British exchange and trade restrictions, 
amounted to almost 16,000,000 barrels 
of crude and products. In value this 
was about 6% of Jersey’s total sales 
outside of the United States. This loss 
will increase in 1950 if the present re- 
strictions continue.” Bilateral trade 
agreements and currency exchange re- 
strictions, according to the company’s 
report, will give British companies 
much advantage over U.S. oil companies 
in world markets. 


Medical Progress. 

Some months ago I reported in the 
columns of this publication the dis- 
covery in Armour & Co.’s research 
laboratories of a new miracle remedy 
called ACTH. At that time it was stat- 
ed that only infinitesimally small quan- 
tities could be produced. Meanwhile 
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an ingenius method was found of fore- 
ing water out of a frozen solution, 
thereby enabling the producers to enor- 
mously increase production. That 
freeze-dry technique has placed Armour 
& Co. in a position to multiply its pro- 
duction of scarce hormones and reduce 
costs to one-half. Within a few months 
Armour & Co. expects to triple the 
volume of production. In its final 
stages ACTH appears in solution. It 
has to be converted into a white fluffy 
powder, in which shape it can be kept 
indefinitely. The ACTH solution is 
frozen hard and placed in vials in a 
vacuum and bombarded with infrared 
rays between 2 and 8 microns. The 
range of these rays is of utmost impor- 
tance. 

As will be recalled, ACTH is being 
extracted from the pituitary glands of 
hog. It actually brought fast relief to 
sufferers from crippling arthritis, rneu- 
matic fever and other ills. 

At the annual convention of the 
California Medical Association meet- 
ing held recently at San Diego, Dr. 
Jerome W. Conn, chief of endocrinology 
at the University of Michigan Medical 
School, asserted that he had stopped 
gout within 24 hours with ATCH. 

In his talk Dr. Conn declared that 
while ACTH and cortisone promise to 
add more to the understanding of many 
diseases than any previous medical 
triumph, neither of them could and 
should be used as treatement for the 
present. In continuing his address Dr. 
Conn dwelt on the dangers which ACTH 
may and does cause in certain instances 
and therefore we have to wait until 
experiments finally have shown when 
and where to employ one or the other 
of those two substances. In view of 
the importance of the subject it is 
thought wise to quote Dr. Conn ver- 
batim, at least in the principal passages 
of his lecture:— 

“All mental patients,” he asserted, “who 
respond to electric shock, insulin and metra- 
zol, also respond to ACTH. Any shocking 
even produces ACTH from our own glands 
by stimulating the pituitary and adrenals. 
Thus, it appears that we now know for the 
first time why electric and other shocks have 
aided the mentally deranged, at least tem- 
porarily. 

“As a matter of fact, any shock helps nor- 
mal persons survive and combat the strains 
of life. Unless we experienced some shocks, 
we'd all die from a variety of infections. It 
‘adds up to the fact that this preliminary 
work with ACTH explains, in retrospect, 
what these blindly used shock treatments 
actually accomplished.” 

But, before telling of the possible cura- 
tive value of ACTH and cortisone in such 
dangerous diseases as leukemia, the Michi- 
gan authority urged reporters to “tell the 
limitations first.” His own view is that 
ACTH is more effective, milligram per mil- 
ligram, than cortisone. 

“One hundred milligrams of ACTH,” he 
explained, “seems to be equal in effect to 
300 milligrams of cortisone. But it may be 
that the present pessimism on cortisone has 
resulted from our giving too small doses. 

“Because I’m convinced that the ill effect 
of the use of these new drugs is apt to be 
cumulative, I may be a minority in urging 
that none of us should expose physicians to 
the dangers until we know just what they 
are. 

“It seems certain that from 10% to 15% 
of patients who are given the drugs develop 
at least a mild form of diabetes. They cer- 
tainly are at least temporary diabetics. 
And, in some, there is a dangerous rise in 
sugar content of both blood and urine. We 
feel ACTH can make permanent diabetics. 

“We know that if human beings produce 
too much ACTH in their own bodies they 
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Economic Conditions in Japan 


Japanese industrial production during 
January and February continued at a 
high level; the seasonal decline from 
the December 1949 highs, when many 
postwar records were established, was 
less than might normally be expected. 
The rising industrial indexes led many 
to believe that Japan might soon attain 
préwar (1932-36) production levels in 

any fields, and fresh impetus was 
given the export trade in light machin- 
ery, electric and communication equip- 
ment, chemicals, and miscellaneous 
manufactured goods. Although Japan’s 
foreign trade was still far below target 
levels, the rising export trade is steadi- 
ly narrowing the large imbalance occa- 
sioned by Japan’s dependence on food- 
stuffs and raw materials from abroad, 
a considerable volume of which con- 
tinues to be procured through the use 
of United States Government appro- 
priated funds. 

Notwithstanding the general optimism 
as regards industrial production and 
foreign trade, January and February 
were marked by a somewhat stringent 
currency situation which led to a slump 
in wholesale and retail trade. The 
opening months of each year have al- 
ways been characterized by a seasonal 
aown-turn after year-end peaks, ag- 
gravated by the fact that the heavy tax 
burden is largely met by the individual 
Japanese at this time. There is wide- 
spread. belief that, although January 
and February production indexes are 
much higher than in previous years, 
the seasonal slump has been relatively 
sharper. The over-all effects of the 
continuing “rationalization” of the Jap- 
anese economy, in addition to the 
Government’s. strenuous efforts to re- 
duce budgetary expenses, as well as 


the reported closing of many small 
enterprises which could- not compete 
against the increasingly streamlined 


and “rationalized” larger business con- 
cerns, led many Japanese erroneously 


to assume an unfounded ‘depression 
psychology.” 

are subject to Cushing's syndrome. This 
might be called an ‘ACTH disease.’ The 


patients become thin, their skin stretches, 
and women grow beards. The only possible 
cure is the removal of part of the adrenal 
gland. 

“It must be admitted that no possible 
substitute for the two drugs has come close 
to matching their spectacular effects. Every 
allergic state responds miraculously. Some 
virtually complete remissions have been 
obtained in such conditions as rheumatic 
fever, nephritis and horse serum sickness. 
Of course, relapses must be prepared for.” 

Reports of the use of ACTH in leukemia 
are conflicting. Certain types of leukemia, 
or “blood cancer,” are benefited, while other 
types become worse. Some, while not ex- 
periencing—an improved blood count, are 
benefited. Their livers and other organs 
improve and the patient may feel much 
better. 

“In these cases,’ Dr. Conn noted, “the 
drug holds. the disease in check. But it isn’t 
a cure. Relapses have occurred after ser- 
eral months. 

“Perhaps the most important conclusion 
we have reached is that, for the time being, 
both ACTH and cortisone, in the limited 
amounts available, should be used only as 
tools to dissect and tear off the blinders 
from many of our most baffling diseases. 
Their general use in treatment of disease 
must, or should, wait.” 


Industrial Production 


SCAP (Supreme Commander for the 
Allied Powers) announced that Japan’s 
industrial activity in December 1949 
attained 100.5 percent of the 1932-36 
average for the first time since the ende 
of the war. Indexes of industrial ac- 
tivity for January 1950, December 1949, 
and averages for the full years 1948 
and 1949 are as follows: 


Indexes of Industrial Activity 
[1932-36=100] 


Dec. Jan. 
Activity 1948 1949 1949 1950 
Over -all industrial 
BCUVIby:. trary 741 93.7 1005 95.7 
(Utilities Ticve se 150.8 171.5 185.2 n.a. 
Industrial produc- 
tion 58.1 77.5 824 8.6 
Mining 90.1 103.9 109.6 102.1 
Manufacturing 5455 74.5 19.3 75.9 
Metals: / iz ssic 48.7 87.6 109.8 108.3 
Machinery 98.2 115.1 101.7 103.3 
Cement, Waean.1 39.8 80:5 .69:55 n. a. 
Chemicals 56.0 80.5 92.3 90.2 
Textiles, s/cwise 18.1 234 27.7 243 
Food, beverage, 
and .tobaceo 525 75.5 72.2 57.1 
Printing .:.: 44.0 64.0 75.1 699 


Manufacturing 


January and February production, 
following the usual seasonal pattern, 
was somewhat lower than during the 
postwar record month of December 
1949, but was higher than for the same 
months of previous years. A new high 
in iron and steel production occurred 
in December, with final data indicating 
that 162,841 metric tons of pig iron, 
332,236 metric tons of steel ingots, and 
238,294 of rolled-steel products were 
produced during the month. January 
and February production, according to 
preliminary reports, was down about 5 
percent from the December highs. 
January and February non-ferrous- 
metal production was also lower than 
that of December, reportedly because 
of the seasonal reduction in availability 
of power. Preliminary data indicate 
January output of 5,801 metric tons of 
refined copper, 1,092 metric tons of 
refined lead, 3,320 metric tons of zinc, 
and 43 metric tons of antimony. 


Machinery production also establish- 
ed new records during the latter part 
of 1949 and preliminary data indicate 
January-February production at ap- 
proximately the same high level. Not- 
able achievements were recorded in 
output of metalworking machinery, 
and internal-combustion and marine 
engines. Notwithstanding important 
orders filled for the supply of rolling 
stock to certain countries of Southeast 
Asia, production remained at about the 
1948 level. Textile-machinery produc- 
tion surpassed domestic requirements 
with increasing quantities available in 
January and February for export, with 
prospects reportedly good for sales to 
India. 


Postwar records were also established 
in the output of chemicals during the 
latter part of 1949 which were main- 
tained during the first 2 months of 1950. 
Significant increases were noted in 
production of soda ash and gather soda 
chemicals, coal-tar by-products, photo- 
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graphic film, and chemical fertilizers. 
Output of chemical fertilizers generally 
exceeded expectations, particularly 
with the high January production of 
110,469 metric tons of ammonium sul- 
fate and 26,729 metric tons of calcium 
cyanamide. A shortage of phosphate 
rock reduced superphosphate output to 
74,725 metric tons in January compared 
with the October 1949 high of 114,688 
metric tons and the 92,469 metric tans 
produced in December 1949. 


January and February dyestuff pro- 
duction continued at about the same 
level reached late in 1949 when average 
monthly production was 462 metric 
tons. Dyestuff stocks in producers’ 
hands were reported to be about 10 
percent below previous figures, which, 
according to some informed sources, 
may indicate that a better balance be- 
tween supply and demand will soon 
Cecrease excessive stocking. Recent 
studies indicate that 146 different ani- 
line- dyestuffs were being produced 
during January and February, a few 
entirely new to Japan, with chrome, 
sulfur, and sulfur vat dyes being pro- 
duced in smaller quantities, but large 
increases noted in production of other 
types of vat dyes and direct dyes for 
cellulose acetate. : 

Increases were recorded in practically 
all textiles, with cotton-fabric produc- 
tion in January amounting to 102,000,- 
000 square yards, a substantial increase 
from the 99,000,000 square yards pro- 
duced in December 1949. Latest avail- 
able data indicate that during December 


1949 there were 3,697,202 installed 
spindles, of which 3,127,917 were in 
operation. Raw-silk output totalling 


13,324 bales in December represented a 
slight decline from November produc- 
tion of 13,872 bales.. 


Preliminary indications are that con- 
sumer-goods production, which reached 
postwar highs during the latter part of 
1949, declined during January and 
February. The decrease was attributed 
to the more than seasonal decline in 
retail sales during the period and the 
general public’s belief that more austere 
times are coming for the average wage 
earner. 


Agriculture 

The rice harvest in the 1949 season 
(ended October 31, 1949) was slightly 
lower than in 1948 and approximately 
6 percent lower than had been estimat- 
ed in October 1949. Government 
staple-food collections as of February 
28, 1950 (in brown-rice equivalent), 
were 4,435,300 metric tons of rice and 
rice substitutes, 1,934,500 metric tons 
of sweet-potatoes, 1,222,200 metric tons 
of barley, 1,480,200 metric tons of white 
potatoes, and a total of 6,545,400 metric 
tons for all staples. 


The Japanese Government announced 
that by the end of the 1950 rice year 
(October 31) there may be a balance of 
2,916,000 metric tons of staple foods if 
the present ration of 2.7 go (equivalent 
to about 1,854 calories per capita per 
day) is maintained. It was reported 
that the Japanese Government is con- 
sidering an increase in the ration to 
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approximately 1,981 calories. The es- 
timated surplus is based on Japanese 
Government data that as of October 31, 
1950, domestic foodstuff. production, 
such as rice, wheat, potatoes, and other 
crops which are purchased by the Gov- 
ernment, will amount to 8,400,000 
metric tons. Food imports for the 
period are scheduled at 3,800,000 metric 
tons, resulting in an estimated total 
supply of 12,200,000 metric tons, includ- 
ing a carry-over from the 1949 rice 
year of 2,500,000 tons. It is estimated 
that demand will total 9,400,000 metric 
tons, of which 8,300,000 are for ration- 
ing under the present ration level, the 
remainder to be released to breweries 
and other processing factories, or for 
seeding purposes. 


Mining, Shipbuilding and Power 

Coal production during December 
1949 reached 3,107,000 metric tons, ap- 
proximately equal to the 1949 monthly 
average. An ample supply of coal is 
now available, according to the Japan- 
ese Ministry of International Trade 
and Industry, to meet Japan’s needs, 
although coke requirements must. con- 
tinue in part to be met, at least for the 
present, through imports. Coal produc- 
tion during January and February is 
reported to have continued at more 
than 3,100.000 metric tons monthly, and 
the quality is reported to be from 200 
to 500 calories per kilogram higher 
than it was prior to September 1949. 


The “big three” of the shipping in- 
dustry, Nippon Yusen, Mitsui Shipping, 
and Osaka Shosen, announced that they 
were ready to increase ship production 
to enable Japan to regain some of its 
prewar shipping tonnage. It was dis- 
closed that 40 vessels were nearing 
completion under the 1949 fiscal year 
(ending March 31, 1950) program which 
will add 300,000 tons to Japan’s mer- 
chant marine. Construction planned 
under a program announced by the 
Japanese Government will reportedly 
result in an increase from the present 
18 oceangoing vessels, with an aggre- 
gate tonnage of 122,000 tons, to 132 
oceangoing vessels totaling 867,000 tons 
by March 1951. Shipyards are now 
actively engaged in the construction of 
smaller vessels for use in coastal 
waters, as well as oceangoing freighters 
and tankers for the Philippines, Nor- 
way, and Denmark. The first of three 
5,000-ton motorships under construc- 
tion for a Danish shipping concern was 
delivered in January, and it was re- 
ported in February that nine small oil 
tankers would soon be built for Brazil- 
ian interests. 


Consumption of electric energy and 
gas increased slightly during January 
and February over the seasonal lows 
of the 1949 year end, although large 
increases in rates were applied by both 
industries. Latest available production 
statistics are for January, when 2,703,- 
000,000 kilowatt-hours of hydroelectric 
energy and 351,000,000 kilowatt-hours 
of thermal were generated, a decrease 
from the 2,814,000,000 kilowatt-hours 
by hydroelectric and 431,000,000 kilo- 
watt-hours of thermal generated in 
December. Output of manufactured gas 
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increased in January to 100,900,006 
cubic meters from the December total 
of 97,300,000 cubic meters. 


Finance 


Continued releases were made dur— 
ing January and February from the 
United States Aid Counterpart Fund (a 
special account established on April 1, 
1949, in which is deposited the yen 
equivalent of the dollar cost of United 
States aid furnished to Japan) for 
direct investment in private enterprises,, 
with emphasis on the shipbuilding, iron 
and steel, and coal industries, although 
some other industries were recipients 
of funds. 

The Bank of Japan note issue de- 
creased by 35,000,000,000 yen in Jan- 
vary from 355,000,000,000 on December 
31, 1949, and fell in February to 312,- 
000,000,000. The note-issue shrinkage 
was attributable to the absence of new 
Reconstruction Finance Bank issues, as. 
well as to the heavy tax collections. 
during the period. Despite the fact that. 
bank deposits in January were reported 
by the Bank of Javan to have fallen by 
6,000,000,000 yen from the December 31, 
1949, level, it is false to assume, as do 
some Japanese, that an extremely “tight 
money” situation prevails, since the 
December 1949 bank-deposit figure of 
792,000,000,000 was considerably higher’ 
than the 1949 monthly average of 613,- 
000,000,000 yen. 


Business Conditions and Prices 


The contraction of public purchasing, 
carried over into January and February 
from the latter part of 1949. as well as 
the squeeze on small enterprise result- 
ing from the over-all rationalization of 
industry, reportedly have brought about 
the closing of a growing number of 
medium- and small-size business firms. 
Medium- and small-size machinery and 
implement manufacturers, small lumber 
concerns, civil-engineering and con- 
struction firms, small cotton-textile mills, 
and chemical plants have been the 
hardest hit of all small plants in recent 
months. 

Tokyo retail prices dropped slightly 
from the December 1949 levels, and a 
Bank of Japan survey of 59 officially 
priced and 41 “free-priced’’ commod— 
ities revealed that 28 advanced, 55 de- 
creased, and 17 remained unchanged... 
Official price revisions increased retail 
rice prices by 9.9 percent, although 
textile and clothing items fell as much. 
as 30 percent during January. In- 
creased supplies and lowered purchas— 
ing power also brought down black- 
market prices, which by the end of 
February were as much as 8 percent 
lower than January levels. The black- 
market price for rice in Tokyo is now 
only 1.98 times the official price, and 
even lower in rural areas. Prices for 
a few other commodities are now only 
slightly higher on the black-market 
than on the controlled market. 

The Japanese Government Price 
Agency announced in February that 
over-all economic improvement had 
made possible drastic revisions in the 
price-control program and_ that this 
agency would be dissolved during the 
1950 fiscal year. It is indicated that 
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of 1,080 categories of commodities pre- 
sently under price control, it is expected 
that only 670 will remain in April, 230 
in October, and no more than 200 by 
March 1951 (the end of the fiscal year 
1950). Price controls on charcoal and 
agricultural chemicals are scheduled 
for early lifting, and those on bean 
paste, soy sauce, edible oils, and sugar 
are to be withdrawn as imports of 
these items increase. Certain chemicals, 
rubber, and leather also are listed for 
early decontrol, and controls on rolled 
steel will be lifted in July, when the 
present Government subsidies to this 
industry are to be suspended. Remain- 
ing on the control list for at least an- 
cther year, according to the Price 
Agency, will be rice, wheat and other 
cereals, petroleum, iron ore, pig iron, 
salt, alcohol, gold, and silver. 


Employment and Labour Conditions 


A general strike was threatened early 
in February in an attempt to force the 
Government to honor bonus awards 
granted the National Railway and other 
Government workers in December 1949, 
as well as to raise the basic wage of 
all Government workers. By end of 
February, it was apparent that the 
major unions, in both Government and 
private industry, did not intend to 
carry out the general strike. Several 
of the private-industry unions, how- 
ever, including the coal, mining, and 
electrical-power union, continued to 
press their individual claims. It is re- 
ported that the growing tendency on 
the part of employers to insist on work- 
ing and wage standards lower than 
those previously granted has brought 
about a period of relative inactivity in 
the field of collective bargaining. 


The labor force, reported to 
totaled 37,300,000 in December 1049, 
dropped to about 34,000,000 in January. 
‘This decrease follows ‘the normal pat- 
tern for the opening months of the 
year and is due, in large part, to the 
slack season in agriculture. Unemploy- 
ment in January was reportedly about 
400,000, an increase of 60,000 over the 
December figure. The industrial-labor 
market remained tight during January 
with both separation and hirings at 
jow levels, and is reported to have 
contracted somewhat during February 
resulting in an increase in the total 
number of persons drawing unemploy- 
ment compensation or working on 
Government relief projects. 


Construction 


_ The Japanese Ministry of Construc- 

ton announced in January that it had 
developed a 10-year program for the 
coordinated development of national 
lands, natural resources, and transpor- 
tation facilities, and it had initiated 
on-the-spot investigations to map out 
specific public improvements. It was 
also announced by this Ministry that 
45,000,000,00 yen (360 yen = US$1) 
would be made available by the Goy- 
ernment for loans at 5.5 percent inter- 
est annually; these loans would enable 
individuals, housing unions, and con- 
tractors to build 80,000 additional 
homes. 


Foreign Trade 


Preliminary data for January indicate 
that imports totaled $69,200,000 and 
exports, $39,500,000, compared with the 
December totals of $49,700,000 in ex- 
ports and $46,800,000 in imports. Ex- 
port shipments are reported to have 
increased during February, and it is~ 
estimated that the monthly volume will 
reach $45,000,000, slightly exceeding 
the $42,500,000 monthly average for the 
year 1949. Principal export commod- 
ities during January and February were 
cotton piece goods, raw silk, silk goods, 
and machinery. It was indicated that 
during January and February there 
was a continuation of the high-level 
exports of cotton-spinning machinery, 
which during 1949 totaled 3,514 looms, 
an increase of 195 percent over the 1948 
export volume. Contracts have been 
concluded for export shipment during 
the first quarter of this year of 15,770 
bales of raw silk, including 9,108 bales 
for the United States. Leading imports 
during the first 2 months of this year 
were cereal grains, raw cotton, and 
salt. In this connection, it is note- 
worthy that the Japanese Government 
Food Agency announced in February 
that it was planning to import about 
3,800,000 tons of foodstuffs during the 
1950 fiscal year which begins on April 
1. It is expected that 100,000 tons of 
rice will be imported from the Republic 
of Korea, 170,000 tons from Burma, 
and about 800,000 tons from _ other 
Southeast Asia sources. Also included 
in the total are hard grains in the 
amount of 150,000 tons to be procured 
from Iran and Iraq, and other large 
amounts from the United States, Aus- 
tralia, Argentina, Canada, and possibly 
Pakistan. It is estimated that at least 
40 percent of the imported foodstuffs 
will be procured through United States 
appropriated funds. 


In the beginning of 1950 the imple- 
mentation of Government regulations 
permitted private Japanese business- 
men to engage in the import trade. 
This, together with the relaxation of 
controls on export trade announced on 
December 1,1949, which placed Japan’s 
export trade on a more normal com- 
mercial basis, has already done much 
toward the reestablishment of normal 
export trade between Japan and other 
countries. 


Trade arrangements were negotiated 
between Japan and a number of coun- 
tries, some of which replaced earlier 
agreements which had expired. Among 
these were an agreement with Hong- 
kong, calling for trade in the amount 
of $35,000,000 each way, with Burma 
in the amount of $24,600,000 each way, 
and with Pakistan, an anticipated trade 
volume each way of $24,500,000. Jap- 
anese imports under these various trade 
agreements will consist of rice, raw 
cotton, jute, hides and skins, and other 
raw materials, and exports will include 
such items as cotton yarn and fabrics, 
iron and steel manufactured goods, 
textile machinery, hydroelectric plant 
equipment, rolling stock, chemicals, 
and a wide variety of miscellaneous 
manufactured goods. 


Plans to increase trade with the Re- 
public of Korea and the Philippines 
were made during January, and it was 
announced that the Japanese Govern- 
ment intended to take steps to develop 
trade with China to its prewar level as 
soon as possible, with careful control 
measures planned to prevent the flow 
to China of strategic materials, either 
directly or through other nearby trading 
areas. Sterling Area and SCAP repre- 
sentatives met in Tokyo during January 
and February in a trade review con- 
ference. It was announced that, under 
the present Sterling Area Trade Ar- 
rangement, the volume of trade between 
July 1, 1949, and June 30, 1950 will 
reach a total of £152,000,000 in total 
trade (approximately  $427,000,000). 
The trade increase was due to large 
quantities of foodstuffs and raw mate- 
rials recently purchased by Japan from 
Burma, Pakistan, and Iraq, as well as 
the cotton yarn and fabrics which these 
countries are expected to buy from 
Japan within the next few months. 
The Japanese Government announced 
that the first shipment of 10,000 tons of 
steel billets, under a contract calling 
for an additional 40,000 tons, was made 
to Argentina in February. It was also 
announced that a shipment of 20,000 
tons of sugar was expected shortly 
from Mexico, this being the first trans- 
action under an informal arrangement 
calling for the purchase by Mexico of 
Japanese goods valued at $6,800,000 in 
exchange for Mexican sugar in the 
same value. 


The Japanese trading, industrial, 
and banking communities were un- 
animously enthusiastic over the pro- 
jected establishment in the United 
States of Japanese Overseas Agencies 
to handle trade promotion and market 
research, but which will also handle 
matters relative to Japanese nationals 
resident in the United States. Japanese 
businessmen expressed the hope that 
the Government may soon be author- 
ized to establish similar agencies in 
other areas, particularly in Southeast 
Asia ‘and in countries having trade 
arrangements with Japan. 

Japanese export products are now on 
display at the SCAP Foreign Trade 
New York Office, located at 11 West 
Forty-second Street, New York City. 
The exhibit includes a wide variety of 
merchandise such as textiles, rubber 
goods, optical goods, cameras, china- 
ware, electrical goods, and paper goods. 
It is expected that new goods will be 
sent from Japan in a few months to 
replace those now on exhibit and aug- 
ment the present display. Japanese 
firms have indicated that they may 
participate in the forthcoming First 
United States International Trade Fair 
to be held in Chicago from August 7 
to 19, 1950, and the Third International 
Textile Fair to be held in New York in 
August of this year. 


1950 


Japanese Finance in the 1950 Fiscal Year 
under the Dodge Line 


Aims and achievements of the Dodge 

Line 

The 1949 fiscal year was a great 
turning point in the post-war Japanese 
economy. The soaring inflation that 
had beset Japan after the surrender 
has been masterfully arrested by a very 
unique formula, which achievement is 
worthy of being long remembered in 
the world’s history of inflation. The 
unique formula for arresting inflation is 
commonly called in Japan as the 
“Dodge Line” from the fact that it 
was worked out by Minister Joseph 
M. Dodge, a noted Detroit banker, who 
is achieving in Japan the same success- 
ful results as he had achieved in com- 
bating inflation in Western Germany. 

What are the features of the Dodge 
formula for stabilizing the Japanese 
economy ? 

First of all, this formula aims to sta- 
bilize the value of currency by esta- 
blishing a super-balanced public budget 
and abolishing the various subsidies 
which have been the principal cause of 
the increase in the volume of currency, 
and also by establishing an external 
value for the yen through the adoption 
or the single exchange rate of Y360 
to the American dollar, Whereas in 
Western Germany and Italy currency 
reform and contraction of bank credit, 
respectively, were effected as measures 
for the stabilization of currency value, 
in Japan public finance has been taken 
up as the principal means for achieving 
this objective. 

Secondly, this formula has taken a 
step-by-step method, instead of a 
sweeping stabilization method, such as 
currency reform. That is to say, under 
this method the volume of circulating 
currency is contracted, not suddenly 
by a single stroke through currency 


reform, but gradually through the with- 
drawal of currency from circulation as 
the public revenues are collected by the 
government. The revenues thus col- 
lected are released, as the occasion 
demands, to the business world again 
through the channel of the National 
Treasury—central bank—commercial 
and industrial banks. Likewise, the 
huge amounts of government subsidies 
which have hitherto artificially suppor- 
ted the price structure are reduced step 
by step. In short, the formula aims 
to gradually whittle down the stabiliza- 
tion crisis which generally follows the 
stoppage of inflation. 


Thirdly, this formula utilizes the 
rational economic functions of a free 
economy in arresting inflation. The 
stoppage of inflation and the revival of 
a free economy are by no means iden- 
tical, but in the case of Japan the 
characteristics of a free economy are 
becoming more and more apparent upon 
the stoppage of inflation. For instance, 
the release of the huge amount of 
surplus public funds created by the 
adoption of a super-balanced budget 
is made through the “filter” of the 
private business judgment of the pri- 
vate banks; that is to say, the funds 
are loaned on a commercial besis of 
profitability. Next, price and com- 
modity controls are gradually relaxed, 
whereby free competition based on 
the profitability, cost and productivity 
of enterprises is induced and a rational 
economic structure automatically 
formed. 


The implementation of the Dodge 
Line was made possible by the exis- 
tence of a political stabilization force, 
through which foree administrative 
readjustment and pegging of the wage 
base have been effected. 
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With such unique characteristics as a 
formula for arresting inflation, the 
Dodge Line has achieved significant 
results since April 1949. The circula- 
tion of the Bank of Japan notes now 
fluctuates around the Y300 billion level 
and official prices remain stationary, 
while blackmarket prices have sharply 
declined and reduced the gap between 
the two types of prices. The level of 
wages, too, s showing a tendency to- 
ward stabilization, 

It must be pointed out, however, that 
many economic difficulties have been 
created as a counterpart of this master- 
ful stabilization of currency. The 
operating difficulties of railway and 
communications enterprises, both of 
which depend largely on public expen- 
ditures for their finance, the insolvency 
of medium-and small-sized enterprises, 
the weeding out of high-cost export 
industries, the plight of those basic 
industries which were dependent on 
the Reconversion Finance Bank for 
their reconstruction, and the plight of 
those industries which were dependent 


‘on governiment subsidies—all these re- 


present the inherent weakness and un- 
stable factors of the Japanese economy 
which were hitherto hidden by inflation 
and which have been now brought 
out to the fore by currency stabilization. 
In view of these manifestations, 
rumours of a panic and a crisis are now 
afloat and cries for a revision of the 
Dodge Line are raised here and there 
among Japanese economic circles. 


Features of the 1950 fiscal budget 

What then will be the tendencies of 
the 1950 fiscal year, which is the second 
year of stabilized economy ? 

The features of the 1950 fiscal budget 
may be summarized into the following 
ooints : 

1. The scale of public expenditures 
will be reduced, while maintaining a 
balance of the overall budget (the total 
budget for the 1950 fiscal year amounts 
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to Y661.4 billion, as compared with 
Y741 billion for the 1949 fiscal year). 


2. Not only will the budget be 
balanced, but funds amounting to 
Y144.5 billion will be appropriated for 
the redemption of government obliga- 
tions ag nas been done in the previous 
year. Such redemption funds will 
serve as the driving force for the ad- 
justment of currency. At the same 
time the question of releasing them to 
the financial market and efficiently em- 
ploying them'for economic rehabilita- 
tion, ete. will constitute an important 
question of financial policy. This ques- 
tion forms the core of the so-called 
disinflation policy. 


3. Price subsidies will be drastically 
reduced (from Y179.2 billion in 1949 to 
Y90 billion in 1950) and price and com- 
«modity controls will be further adjusted 
and relaxed with a view to reviving 
rational price functions. 


4, For the purpose of economic re- 
habilitation, appropriation for construc- 
tive expenditures in the 1950 fiscal year 
will amount to Y216.4 billion, an in- 
crease of 60% over the previous year. 


5. The United States Aid Counter- 
part Fund will bear a more productive 
character than in the previous year, but 
there will be still an appropriation of 
Y50 billion for the redemption of 
government obligations (See Table I). 
TABLE I. USES OF THE UNITED STATES 

AID COUNTERPART FUND 
(In millions of yen) 
Fiscal year 


Use 1950 1949 
1. Investments in public 
enterprises: 
a. Electric | Communica- 
tions Enterprise 
Special Account ... 12,000 12,000 
b. Japan National Rail- 
WV AY SI ete elas bey rele a) eee 4,000 15,000 
c. State-owned Forestry 
Enterprise Special 
AC COUME IS, voxscstosetrekvs 3,000 0 
d. Housing Finance Pub- 
Viel Breasury. 3 < a. 10,000 0 
Sub-total icy 40,000 27,000 
2. Investments in private 
enterprisess ieee 40,000 ) 
3. Redemption of govern- ) 
ment obligations ..... 50,000 ) 123,830 
4. Reserve fund .........- 28,132 ) 
UXSEAI  Eiesnoenaun 158,132 150,830 


Judging from these features, it is 
clear that the public finance for the 
1950 fiscal year, though somewhat 
different in nuance, still has as its first 
objective the stoppage of inflation and 
the stabilization of economy. There- 
fore, the Japanese economy in 1950 is 
expected to tread upon the same line 
of stabilization as that of the previous 
year, but the course in this second year 
of stabilization will by no means be an 
easy one in the face of the various 
economic problems created by the first 
year of economic stabilization. 


Recent financial phenomena 


In 1949 finance played an important 
role in adjusting various economic pro- 
blems resulting from the enforcement of 
a super-balanced budget and the stop- 
page of inflation. The core of the dis- 
inflation policy contemplated under the 


Dodge Line lies in the concept 
of covering by financial measures 
the reflationary factors of public 


TABLE II. PRINCIPAL ACCOUNTS OF ALL BANKS 
(Amount in billions of yen) 
Total Total Percent- Securities (C) Percent- 
End of month deposits loans age of Gov't age of 
(A) (B) B/A Total bonds ce 
oO 
1949 ——Avromihs | ie cya rere euctatei iem ie eraser 538.1 415.2 vier 119.4 85.0 22.2 
OD Dae Mn ernie cic ron dt osecnc 582.5 459.1 78.8 119.2 84.2 20.5 
PN tae en Poonerd aCe Ae emp ae 634.2 518.6 81.7 116.4 82.6 18.4 
OCR. oe icamuaractoum Oo oemaedGs 669.8 588.6 87.9 111.9 75.9 16.7 
IDSC) or obuiedconmmanc7 daakt too 792.0 679.0 85.7 106.1 65.4 13.4 
finance. Herein lies the important What should be done? 


mission of finance under the Dodge 
formula for stabilization. 


However, the enforcement of a dis- 
inflationary policy during the past one 
year has produced many factors ob- 
structing the performance of such mis- 
sion by finance. As already stated, a 
disinflationary policy is a policy of re- 
leasing large amounts of surplus public 
revenues to industries through the 
channel of the National Treasury—cen- 
tral bank—commercial and industrial 
banks. At these respective joints of 
the channel, the following phenomena 
have developed : 


1. Loans by the Bank of Japan are 
abnormally increasing: in amount, so 
much so as to give the impression that 
the bank is deviating from, the function 
of a central bank. 


2. The amount of government bonds 
held by the commercial and industrial 
banks, which bondholdings are the 
object of open-market operations of the 
Bank of Japan, is ‘decreasing (See 
'Table II). 


3. The ratio of loans to deposits of 
all banks is taking an abnormal turn, 
as may be seen from the fact that the 
ratio of loans to deposits as of Decem- 
ber 31, 1949 was 85.7% (See Table II), 
‘which ratio has increased thereafter. 
Of these loans, the amount of loans for 
financing accumulated stocks has been 
increasing in reflection of the depres- 
sive tendency caused by the shrinkage 
of the domestic market and the slump 
in export trade. 


Of the afore-mentioned phenomena, 
1 and 2 suggest the trend of the deteri- 
oration of the funnelling function of 
finance from the Bank of Japan to the 
commercial and industrial banks. 
Phenomenon 3 also is important, for the 
change in the composition of the assets 
of commercial and industrial banks 
will cause such banks to restrain from 
lending in order to normalize their 
position. Moreover, the intensification 
of the deflationary trend consequent 
upon the stoppage of inflation will de- 
mand further prudence in granting 
loans. In other words, the financial 
funnel through the commercial and in- 
dustrial banks will be narrowed as the 
deflation spreads and this in turn will 
accelerate the deflationary tendency. 
'The vicious circle of a crisis in a free 
economy is now appearing in conse- 
quence of the free-economy policy now 
oe pursued by the Japanese Govern- 
ment. 


At a time when the attainment of the 
mission of finance scheduled under the 
Dodge Line is showing such difficulties, 
the demand of economic circles for fin- 
ance is inversely increasing, 


In order to vitalize the concept un- 
derlying the 1950 Fiscal Budget of Sta- 
bilization and to achieve economic 
stabilization, the following difficult con- 
ditions must be met: 


1. Inasmuch as the deflationary ten- 
dency in public finance will be inten- 
sified in this coming year more than in 
the past year, efforts must be made 
to expand the effective demand from 
the financial side by the implementation 
of a more effective financial policy and 
the appropriate release of the Counter- 
part Fund. 


2. Since there is a limit to the de- 
velopment of an_ effective demand 
through investment of public funds and 
since an improvement in the people’s 
consumption level cannot be expected, 
export trade must be expanded by the 
cultivation of overseas markets (ex- 
ports in 1950 are estimated to amount 
to about $630 million). 


3. As the price structure is still in 
the course of reorganization and as the 
prices of basic commodities will rise 
in 1950, the resulting high cost must 
be absorbed by industrial rationaliza- 
tion and a rational price structure must 
be established, 


A. The adjustment of weak indus- 
tries and medium- and small-sized en- 
terprises through industrial rationaliza- 
tion must not lead to a retrenchment of 
economic activity and cause an in- 
crease in unemployment, which will 
give rise to a serious social problem. 


A huge amount of funds is needed to 
adequately meet these requirements, 
and industrial rationalization funds for 
the reduction of cost and. the expan- 
sion of export trade especially are 
absolutely essential. Again, relief 
funds for medium- and small-sized en- 
terprises should also be given high im- 
portance from the standpoint of suppor- 
ting enterprises which occupy a high 
percentage of the industrial structure 
of Japan, as well as from the stand- 
point of maintaining an adequate work- 
ing population. 


However, only a few of these de- 
mands for funds can be met by loans 
from commercial and industrial banks 
on a business basis, and yet the supply 
of industrial funds is left to the busi- 
ness judgment of “sound bankers” in 


reflection of the free economic tendency 


of the Dodge Line. If we look at the 
abnormal condition of the Japanese 
economy in this turning period, there 
may be many problems which are 
difficult of solution by reliance on the 
judgment cf “sound bankers” alone. 


1950 


Economic Conditions in 
South Korea 


Major economic developments in the 
Republic of Korea in the month of 
February 1950 included: (1) Frequent 
meetings of, and financial and economic 
recommendations by, the Korean- 
American Economic Stabilization Com- 
mittee which was established in 
January, (2) the inaguration of the 
Korean 1950 food program and resump- 
tion of general rice rationing, (3) a 
slight decline in currency circulation 
reflecting seasonal factors, and (4) the 
conclusion of the first postwar sale of 
100,000 metric tons of rice to Japan. 


Food and Agriculture 


Although the Republic of Korea’s 
rice-purchase program was scheduled 
to terminate on January 31, when ap- 
proximately 92.6 percent of its goal 
had been achieved, efforts to purchase 
the remainder of its unmet goal in 
February were unsuccessful. At the 
end of February 92.8 percent of its goal 
had been attained. Among the reasons 
for the failure to make further appreci- 
able purchases were (1) the increase 
in the open market price of rice, (2) 
the decline in the purchasing power of 
the won, and (3) the increase in the 
price of fertilizers, reducing the quan- 
tity obtainable with the 1,000 won re- 
deemable fertilizer certificates issued in 
part payment for rice. 
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In February the Korean 1950 food 
program, incorporating Economic Stab- 
ilization Committee recommendations, 
was placed in effect—a program pro- 
viding for rice releases from Govern- 
ment stocks at a rate not to exceed 50 
percent of normal daily municipal 
needs. Ih accordance with the program, 
Government sales of February 7, which 
had been averaging 80 percent of daily 
needs, were reduced to approximately 
2,500 suk daily for Seoul. Plans were 
to initiate Government sales in other 
cities in March of 1950. The general 
rice ration, involving about 2,100,000 
persons, was resumed at the end of 
January, the sales price for rationed 
rice being 650 won per small mal (16.5 
pounds) whereas the price for emer- 
gency Government sales of rice was 
1,400 won per small mal. 

Mineral Production 

Mineral pioduction in the Republic 
of Korea during January was estimated 
to have been maintained at approxi- 
mately the same level as that of De- 
cember 1949. Total anthracite coal 
production in January in both Govern- 
ment and private mines was estimated 
at 103,456 metric tons, slightly more 
than the December output of 103,279 
tons. Lignite output, on the other 
hand, increased from 3,193 metric tons 
in December to 4,780 tons in January. 
It has been reported that a total appro- 
priation of 2,400,000,000 won will be 
required to pay obligations of the coal 
mines and to permit continued opera- 
tion of the mines to March 31, 1950. 


Japan’s Rayon Industry 


Further to the article in our last issue, May 11, pp. 610/11: Japan has 
now the following rehabilitated productive capacity of rayon: 


Filament Productive Capacity (tons per day):— 


Registered Operative 

Name’ of company Factory capacity capacity 
SMOUCOKMMEECAVOTas Mirareletorleiatels: slelelattaale) state le/eze tolete Mihara 36.700 31.000 

” SL aon aes DD Suan dtedaaase Iwakuni 17.000 
Asahi Chemical Industry Ltd. .............. Nobeoka Viscose 24.000 18.100 
» ” log sald hymen cnn Th. CO Saerodne i. Bemberg 20.300 11.800 
Dainippon wy Celluloted we tame iaies r= <isielerels ioe eee. Sakai 0.300 0.300 
Kurashiki Rayon Saijo 11.800 11.800 
” ” Kurashiki 5.200 5.200 
Nippon Rayon Uji 5.209 5,209 
Nippon Nitrogenous Fertilizer Minamata 0.120 0.060 
MoyOw Spin) resi mietsiergiorataiviete Tsuruga 11.500 9.744 
Wte Foy Maho Ay BGh Ghanmodsnoernocwageces ssuc08 Shiga 33.400 28.840 
HH Ee ocean Gus pug OOO SC om BO OO Ar CooL Onn 165.529 122.053 
Staple Productive Capacity (tons per day):— 

Registered Operative 

Name of company Factory capacity capacity 
PPEUSOI UE EVAY ORL fonleyelcpetetsteYelcVarstolsieye\eiatelelelo'e"elelsietels Mihara 16,300 6.960 
- A ASA OU CODS Sn CARDO Rea AoAG Iwakuni 20.450 14.744 
Dainippon Spinning 2. ccs cecescesresccccesens Ogaki 19.900 17,000 
Twila Kfejhebelhey- ps Seon ase qanqeBao SODOeD Aono Ac Good Nibugawa 19.890 14.609 
TORO IME TT AY OW Mee erie ictal ere ieietereinirs sieleiacsiolelple Yashiro 18.400 16.530 
tara Shiticss AVON tae a vioteiv seta alee cleieyatal e's olaleiaisinr6 Saijo 30.600 26.800 
Mtstubisht Aasell giclee ccrrcietelaasieiarde stains -sisieiereisln Otake 25.300 25.300 
Nippon Cellulose ..........--sesseeeeeeeseeees Bofu 21.350 21.350 
Nippon Nitrogenous Fertilizer Minamata 0.250 0.250 
Nitto Spinning ............. Fukuyama 17,217 10.955 
Teikoku Fibre .. Tokushima 26,100 17.520 
Toyo spinning Iwakuni 40.400 36.474 
Toyo Rayon ....ceeeeec cere cece eee e eee eeeeene Shiga 19.700 17.220 
Hs Mien ia, TEN, RT aleve on thie ae Tee PRaketatatiss Ehime 25.700 25.700 
Ufo en oes oononododooeden= CBeanodod 301.467 251.412 


Final mineral production for Decem- 
ber of 1949 (January figures are not yet 
available) was lower than earlier anti- 
cipations. Revised data are as follows: 
Gold, 11.7 kilograms of metal content; 
silver, 1.57 kilograms of metal content; 
electrolytic copper, none; tungsten con- 
centrates, 72.4 metric tons of metal con- 
tent; crystalline graphite, 109 metric 
tons; and amorphous graphite, 2,594 
metric tons. 


Electric Power and Industry 


Electric power output during the 
month of February averaged approxi- 
mately 76,116 kilowatts or about 2 per- 
cent above January’s reported average 
of 74,427 kw. Hydroelectric production - 
increased in February over January, 
accounting for 24 percent of the total 
output, whereas thermal plant produc- 
tion declined from 174 percent of the 
total in January to 58 percent in Feb- 
ruary. Production in the oil plants im- 
proved slightly, providing 17 percent of 
the total output in February. Genera- 
tion of electric power in each of the 3 
months — December, January, and 
February —has been below the 93,000- 
kw. target earlier set for December 
1949 by approximately 22 percent. Dan- 
gerous declines in the coal stock piles 
at Yongwol, the Republic’s major ther- 
mal plant, may result in a substantial 
power drop if an adequate and sustain- 
ed supply of coal is not assured in the 
near future. 


Industrial production suffered a sub- 
stantial decline in January 1950 as 
compared with December 1949, refiect- 
ing chiefly the raw-cotton shortage and 
the continued low electric power out- 
put for that month. With the exception 
of slight increases in rubber-footwear, 
woollen-cloth, and lead-pencil produc- 
tion, declines were registered in all 
major items, including cement, bricks, 
paper, textiles, and pottery. Further 
declines for textiles were forecast in 
February. 


Other industrial developments in- 
cluded (1) the completion of prelimin- 
ary calculations, lay-outs, and the like, 
for a new 250,000-metric-tons-per-year 
cement plant, (2) the preparation of 
preliminary plans for the construction 
of a flat glass plant, and (3) the anti- 
cipated operation, on an experimental 
basis, by April of a new topping plant 
of the Chosun Petroleum Oil Co., ex- 
pected to yield about 4,500 tons of gaso- 
line and kerosene from 12,000 tons of 
crude oil in its initial operation. 


Finance 


Although expectations of balancing 
the Government’s budgetary accounts 
for the fourth quarter of the 1950 fiscal 
year were abandoned, the anticipated 
budgetary deficit for that quarter was 
reduced from 20,000,000,000 to 15,000,- 
000,000 won through the efforts of the 
Economic Stabilization Committee. It 
is believed that the deficit for the full 
fiscal year 1950 will approximate 
56,000,000,000 won or more than double 
the authorized deficit of 27,500,000,000. 
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The overdraft of the Government on 
February 28, 1950, was reported at 
85,200,000,000 won as compared with 
the January overdraft of 87,922,000,000 
won. 


As a result of seasonal repayment of 
agricultural loans and the virtual cessa- 
tion of Government rice purchases, the 
amount of currency in circulation de- 
clined by about 2,300,000,000 won dur- 
ing February, reaching a level of 
68,900,000,000 at the end of the month. 
The open-market price of rice in Seoul, 
however, failed to decline despite the 
resumption of rationing and the con- 
tinued emergency Government sales of 
rice. The price at the end of February 
was 1,830 won per small mal as com- 
pared with 1,800 won at the end of Jan- 
uary. The failure of the rice price to 
decline is attributed in part to the re- 
duction in the daily sales of Govern- 
ment-held rice in Seoul from approxi- 
mately 4,000 suk to 2,500 suk in accor- 
dance with the provisions of the food 
program. 


Foreign Trade 


The foreign trade of the Republic in 
January 1950 consisted of total imports 
valued at $5,481,965, of which 77 per- 
cent were financed with United States- 
appropriated funds and procured chiefly 
from the United States, with Japan, the 
Philippine Republic, and Malaya as 
other suppliers. Private imports, valued 
at $902,814, represented 17 percent of 
total imports and were drawn chiefly 
from Japan, Hongkong, China, and the 
United States. Government-financed 
imports, valued at $343,671 accounted 
for the remaining 6 percent of the total, 
and consisted chiefly of coal and re- 
lated fuels and were supplied by the 
United States, China and Japan. 


Total exports, on the other hand, 
were valued at $3,337,799, of which 84 
percent was on a private level and 16 
percent on a government level. Appro- 
ximately 70 percent of the private ex- 
ports were destined for Hongkong and 
consisted principally of marine  pro- 
ducts, ginseng, and raw silk. The re- 
mainder included metal-ore shipments 
to the United Kingdom, straw bags to 
Japan, liver oil to the United States, 
and graphite to Formosa. Government 
exports, valued at $536,635, consisted of 
scheelite shipments to the United States 
($509,882) and to the United Kingdom 
($26,753). 


On February 24, 1950, the sale of 
100,000 metric tons of Korean rice to 
Japan was concluded at a price of $142 
per net metric ton f.o.b. Korean port, 
aelivery to be made in March (20,000 
tons), April and May (30,000 tons), and 
June (20,000 tons). The agreement 
provides for Japanese inspection at 
Korean ports and for movement of 80 
percent of the rice on Japanese vessels 
and 20 percent on Korean boats. The 
Korean Government has agreed to per- 
mit eompensatory coarse-grain imports 
only to the extent that rice exports ex- 
ceed 100,000 metric tons. 
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Difficulties in South Korea 


The US Govt. is concerned about 
economic and political developments 
in South Korea and in order to rectify 
the deteriorating position the Secretary 
of the US Dept. of State has notified 
the Korean Ambassador in Washington, 
on April 3, of the following: — 

T'he Secretary of State~wishes to take 
this opportunity to express to His Ex- 
cellency the Ambassador of the Re- 
public of Korea, prior to the latter’s 
return to fSeoul, the deep concern of 
this Government over the mounting in- 
flation in Korea. ‘The Secretary of 
State wishes His Excellency to con- 
vey to the President of the Republic 
of Korea the view of this Government 
that the communication of March 4, 
1950 from the Korean Prime Minister 
to the Chief of the Economic Co-opera- 
tion Mission in Korea, in which the 
view was expressed that there is no 
serious problem of inflation in Korea, 
but rather a threat of deflation, in- 
dicates a lack of comprehension on the 
part of the Korean Government of the 
seriousness of the problem and an un- 
willingness to take the drastic measures 
required to curb the growing inflation. 

It is the judgment of this Government 
that the financial situation in Korea has 
already reached critical proportions, 
and that unless this progressive infla- 
tion is curbed in the none too distant 
future, it cannot ut seriously impair 
Korea’s ability to utilize effectively the 
economic assistance provided by the 
Economic Co-operation Administration. 
Government expenditures have been 
vastly expanded by bank overdrafts 
without reference to limits set by an 
approved budget. 'Tax collections have 
not been increased, aid goods have 
been under-priced, and governmental 
subsidies have been expended. The 
dangerous practice of voluntary con- 
tributions has been used as an ineffici- 
ent substitute for a sound taxation 
system. These uneconomic practices 
have in turn served to expand the cur- 
rency in circulation, unbalance the 
Korean national budget, and cause a 
sharp rise in wholesale and retail prices, 
thereby strengthening the growing 
forces of inflation. 

The Secretary of State must inform 
His Excellency that unless the Korean 
Government is able to take satisfac- 
tory and effective measures to counter 
these inflationary, forces, it will be 
necessary to reexamine, and perhaps 
to make adjustments in, the Economic 
Cooperation Administration’s assistance 
program in. Korea. 

The Secretary of State wishes to in- 
form His Excellency in this connection 
that the American Ambassador in Seoul 
is being recalled for consultation within 
the next few days regarding the critical 
problems arising out of the growing 
inflation in Korea. 

Of equal concern to this Givernment 
are the reported intentions of the 
Korean Government, as proposed by 
the President of the Republic of Korea 
in a message to the National Assembly 
on March 31, to postpone the general 
elections from the coming May until 
sometime in November. ‘The Secretary 
of State wishes to draw to His Excel- 
lency’s attention the fact that United 
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States aid, both military and economic, 
to the Republic of Korea has been pre— 
dicated upon the existence and growth 
of democratic institutions within the 
Republic. Free, popular elections, in 
accordance with the constitution and 
other basic laws of the Republic, are 
the foundation of those democratic in- 
stitutions. The holding of the elections 
as scheduled and provided for by the 
basic laws of the Republic appears to 
this Government as equally urgent with 
the taking of necessary measures for 
the countering of the inflationary forces 
already discussed. 


South Pacific Conference 


South Seas Islanders—representatives 
of various Pacific island peoples, 
Samoans, Fijians, Solomon and New 
Guinea islanders—held a conference 
April 25-May 6 at Suva, capital of Fiji, 
to discuss common problems of health, 
village schooling, and their general 
economic and social welfare. This 
South Pacific Conference is unique in 
that for the first time in history re- 
presentatives of the various territories 
of the region are meeting together tc 
consider their mutual problems and to 
make recommendations for solving 
these problems on a_ regional basis. 
The convening of such a conference 
has been made possible through the col- 
laborative efforts of the six Metropoli- 
tan Governments which are Members 
of the South Pacific Commission. This 
Commission was established in 1948 as 
a consultative and advisory body to the 
six Governments with  non-self- 
governing territories in the South Seas 
area—Australia, France, Netherlands, 
New Zealand, United Kingdom and the 
United States. 

The South Pacific Conference is an 
auxiliary body to the Commission and 
was provided for by the terms of the 
Agreement establishing’ the Commis- 
sion in order to associate with the work 
of the Commission representatives of 
the local inhabitants and official and 
non-official institutions in the  terri- 
tories of the area. The Agreement 
states that a session of the Conference 
shall be convoked within two years 
after the Agreement comes into force, 
and after that at three-year intervals. 
The Conference will be convened at 
such intervals in one of the territories 
within the scope of the Commission, 
and the Chairman of each session will 
be one of the Commissioners of the 
Government in whose territory the 
session is held. Sir Brian Freeston, 
Senior Commissioner for the United 
Kingdom, British High—Commissioner 
for the Western Pacific and Governor 
of Fiji, presided at this First Session. 

The one United States possession 
which falls within the scope of the 
South Pacific Commission is American 
Samoa. The delegates to attend this 
first meeting from American Samoa 
were selected by the FONO (Island 
Legislature) of that territory and con- 
sists of two of the senior chiefs, High 
Chief Tuitele and High Chief Tufele. 
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Economic Developments in Taiwan 


i.) For the period April 12-16: 


Foreign Trade:—Korean Trade: It 
was reported that members of the 
Korean Trade Mission, who arrived on 
April 12, and Chinese Government re- 
presentatives felt that present pros- 
pects for Korea-Taiwan trade were 
small. The Koreans expressed their 
disappointment over the tight controls 
exercised by the Provincial Govern- 
ment over Taiwan trade. 

Barter Trade: The Provincial Gov- 
ernment approved the following for 
barter export: Canned pineapple, dried 
bamboo shoots, and citronella oil. 

Keelung Imports: On April 11 im- 
ports into Keelung included 2,000 
metric tons of cotton cloth and yarn, 


Advisers will be High Talking Chief 
Tuiasosopo and Lt. E. V. P. Horne, 
U.S.N., Assistant Attorney General for 
the Island. 

In addition to the 15 non-self- 
governing territories (Papua, New 
Guinea, Nauru, Western Samoa, Cook 
Islands, Tokelau Islands, New Caledonia 
and dependencies, French Oceanic 
Establishments, Fiji, British Solomon 
Island Protectorate, Condominium of 
New Hebrides, Gilbert Islands, Ellice 
Islands, Netherlands New Guinea, and 
American Samoa), the independent 
Kingdom of Tonga sent a delegation. 

Meetings are held at Nasinu Training 
College. One interesting feature of 
the Conference will be the exhibits 
brought to the meeting by the dele- 
gates which will enable the various 
groups to become acquainted with each 
other’s ways of living. The exhibits 
will generally be limited to portable 
items such as fishing tackle, tools, maps, 
photographs and films. Any such ex- 
hibits donated by the delegates will 
form part of the Commission’s library- 
museum. 

English and French will be the 
official languages of the Conferences. 
Various delegations are bringing their 
own interpreters to translate into the 
dialects of the region. 

The current Conference has three 
main topics for consideration and 
papers are, in some instances, being 
prepared by the delegates themselves. 
All of the subjects will be presented 
by the delegates. 

The main topics of discussion are: 
1. Public Health (a) Mosquito Control 
(b) The Healthy Village. 2. Social 
Development (a) The Village School 
(b) Vocational Training (c) Coopera- 
tive Societies. 3. Economic Develop- 
ment (a) Fisheries Methods (b) Im- 
provement and Diversification of Food 
and Export Crops. 

The last item on the agenda will give 
the delegates the opportunity to pro- 
pose subjects for the next session of the 
Conference. 

The Conference will be followed by 
the Fifth Session of the South Pacific 
Commission at which recommendations 
made by the Conference will be con- 
sidered. 


flour, medicines, et cetera from Hong- 
kong and 125 metric tons of machinery 
and medicines from Japan. On April 
15 imports included 22,857 bags of 
Canadian flour. 

GATT: Customs officials at Taipei 
announced on April 13 that favored 
import duty treatment accorded under 
the General Agreement on Tariffs and 
Trade (GATT) would be terminated on 
May 4, 1950. 

Bauxite: A shipment of 7,240 metric 
tons of bauxite purchased by the 
National Resources Commission’s Tai- 
wan Aluminum Corporation (about 
one-third of its annual needs) arrived 
in Takao on April 11 from Singapore. 

Banking and. Finance:—Bank of 
China: Finance Minister C. K. Yen de- 
clared that the head office of the Bank 
of China has now been removed to 
Taipei. The majority of the members 
of the board of directors, 21 out of 25, 
are now in Taiwan. It was further 
asserted that an illegal meeting of the 
bank’s board of directors was held in 
Peiping on April 9 with the purpose of 
seizing bank properties. Since this 
meeting was entirely without any legal 
basis, any action taken on that date 
is declared invalid. 


Loans and Exchange Allocations: 
The Provincial Bank Loan Examination 
Committee on April 14 approved a total 
of NTY3,053,000 (equivalent to about 
US$394,000 at the prevailing exchange 
certificate rate of NTY7.75 to US$1.00) 
in long-term loans to 147 firms 
and _ short-term loans aggregating 
NTY2,053,900 (equivalent to US$265,- 
000) to 150 firms. 

On April.11 the Industrial and Bank- 
ing Subcommittee of the Provincial 
Production Board approved the follow- 
ing foreign exchange allocations: To 
government enterprises: US$276; 
£8,400; and $12,975 in Japanese barter 
credits. To private firms: US$485 and 
$35,059 in Japanese barter credits. 

Silver: The Bank of Taiwan has 
announced plans to buy 3. million 
ounces of silver from London and 
Hongkong plus 560,000 ounces from the 
Bank of China during April. The 
silver is to be used for new Taiwan 
Yuan half dollar coins. 

It was reported that 18 metric tons 
of silver bullion was returned from 
Japan to the Bank of China on April 16. 


New Exchange Committee: The 
creation of a Supply and Foreign Ex- 
change Regulation Committee was an- 
nounced by the Executive Yuan on 
April 12 with Premier Chen Cheng as 
Chairman and Finance Minister Yen 
and O. K. Yui as Deputy Chairmen. 
The functions of this committee are not 
yet clear, but it is reported that it 
appears to overlap the Provincial Supply 
Board and the Production Board. 


Taxation:—It is reported that de- 
fense surtaxes are to continue in effect 
for three more months. Defense sur- 
taxes amounting to NTY1.00 per gallon 
of kerosene and NTY0.50 per gallon of 
fuel oil became effective on April 14. 


Agriculture:—The Taiwan Sugar 
Corporation reported on April 10 that 
sugar production had reached 597,670 
metric tons. 


According to the Provincial Depart- 
ment of Agriculture the goal for wheat 
acreage in 1950 has been set at 30,000 
hectares (equivalent to 74,100 acres). 


Mining:—Coal: The Coal Mine 
Operators Guild reported that coal pro- 
duction now costs NTY60 per metric 
ton which figure is NTY28 over _ the 
Provincial Coal Control Commission’s 
collection price. 


Gold: 1,643 ounces of gold was pro- 
duced in March according to the Gold 
and Copper Mining Bureau. 


Transportation:—The Provincial Pro- 
duction Board approved an increase in 
local railway fares by 150%, busses by 
110%, and electric charges by 70%, 
pending final approval by the govern- 
ment. 


Commodities:—Rice: While rationed 
rice continued to be sold at the price 
of NTY0.76 per catty of 1.323 pounds, 
rice was reported as selling at NTY1.10 
on the open market as the week closed. 


Il.) For the period April 19-25:— 
Foreign Trade:—Reductions in Im- 
port Duty Rates: There follows a com- 
plete list of the recent changes effected 
in the Nationalist Import Tariff of 
August 1948, as announced by the Tai- 
pei customs authorities. Where pos- 
sible, the affected items are grouped 
together for purposes of brevity. 
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Ad Valorem 
Nationalist a Bee 
Import i ang ae 
Tariff No. Description of Articles Saws ae 
1-69 incl. Cotton Piece Goods of all oe eee 
rey, white or dyed, printed, and mis- ‘ 
P naeons EOOGS Ws ciey cere oe cueLseanenevargs 30 and 20* i 
al RAW COLLOI era ee oto s Eeeareteieteiaied eum eerece = Free; a 
75 Gottone Yarn | cecil eewia ieee l tiie 5 
114 Woolen Yarn and Thread, pure or mixed . 221% 45 
116,120 and Woolen Knitted Tissue; Velvets, Plushes, 
122 and all other Pile Cloths; and Piece 
Goods, n.o.p.f., pure or mixed .......- 40 80 
127 Woolen Clothing, and all articles of per- 
sonal wear and parts or accessories 
THeLeOty MlOrp aba tela ale steieyete arena telecon ys 50 100 
146 Ores of all kinds: 
(part) (a) Sulphide iron ores: 
(1) Exclusively for use of manu- 
ture of fertilizers scree D) Ty, 
(2)eror other” usésssueceee cnc cer Tet The 
(bd) Other ‘kinds’... 2 ce TYet TM, 
208 Old or Scrap Iron (fit only for remanu- 
HACEUEE) oe MO Dele riers aalioist te rreaete teers 12% 17% 
334 Foodstuffs, n.o.p.f.: 
art a) Salad Oil: 
ae CY (@) Anebublke ieee sotacceeiesieate 20 80 
(2) Canned or in any other packing 20 100 
(b) Other foodstuffs (excluding: 
Gelatine, prepared foodstuffs, 
flour, and cereal products): 
(CLD) WD ert, oi vereuceansiee optewisaese- sien 20 80 
(2) Canned or in any other packing 20 100 
339 Beansvand IPeasi <cma.s oar etc nee 10 25 
364 Groundnuts: (a) In shell, and (b) shelled 15 40 
420 and 421 Cigarettes and Cigars ...............++- 100 200 
440 Ammonia (Sulphatet.. . cvditecienielae as caste 5 25 
450 Fertilizers, Chemical or Artificial, n.o.p.f. . 5 15 
463 Potassium Nitrate (Saltpetre) ........... 5 25 
656. Photographic and Cinematographic Pro- 
ducts: 
(part) (b) (1) Cinematographic Films, Deve- 
Jopedh 2a. : Steecee me Ciieetane 59 100 


* The reduced rate of 30% ad valorem applies to the bulk of these goods, with 
a 20% rate extended to only 12 of the 69 tariff items. 
+ Free for one year, January 16, 1950 to January 15, 1951. 


+t No change in rate. 


The Minister of Finance in Taipei 
reports that the National Government is 
now working on a thorough revision of 
its entire tariff schedule, to be announc- 
ed shortly after the effective date. of 
Nationalist China’s withdrawal from the 
General Agreement on Tariffs and Trade 
(GATT), i.e., May 4, 1950. 

Trade with Hongkong: During the 
week under review imports from Hong- 
kong included 1,900 metric tons of flour, 
cloth, and miscellaneous goods which 
arrived on April 18; 4,400 metric tons of 
beancake, cotton cloth, and _  miscel- 
laneous items, 450 metric tons of lum- 
ber, and 300 metric tons of fertilizers 
imported on April 22. 


Under the authority of the Provin- 
cial Finance Ministry, the Bank of Tai- 
wan stopped the issuance of import 
permits for privately-financed imports 
from Hongkong on the grounds that 
most of these transactions were 
financed by illegal exchange remittance 
activities. The issuance of such per- 
mits will be renewed, it is reported, 
when such actions are stamped out. 
This order, however, does not affect 


privately-financed imports from other 
countries. 

ECA Imports: On April 25 the Pro- 
vincial Government announced that 
ECA supplies worth over US$5 million 
had arrived in Taiwan; it was reported 
that an additional US$7 million of 
supplies were en route to the island. 

Thailand Rice:. A shipment of 8,000 
metric tons of rice from Thailand pur- 
chased by the Government, arrived in 
Keelung on April 19. 

Silver: Ten metric tons of silver, 
bought by the Provincial Government, 
arrived in Keelung from Hongkong on 
April 20. 

Chinese Imports: The free entry into 
Taiwan of Chinese products evacuated 
to Hongkong before the 
takeover of the mainland is reported to 
be under the: Finance Ministry’s study. 
Affected goods include large amounts of 
metal products. 

Customs Revenue: The Customs 
Department of the Ministry of Finance 
reported that Customs receipts for the 
first quarter of 1949 were as follows: 
January, NTY12,593,595; February, 
NTY10,443,044; and March, NTY15,960,- 


communist . 


229. The Customs is the only revenue 
source now retained by the Central. 
Government. 

Banking and Finance:—Loans and 
Exchange Allocations: On April 18 the 
Industrial and Banking Subcommittee 
of the Provincial Production Board 
approved the following .foreign ex- 
change allocations: To government 
enterprises: US$33,150 plus $447,683 as 
Japanese barter credits. To private 
firms: US$16,932 plus $1,470 (Japanese 
barter credits). 

On April 21 the Bank Loan Examin- 
ing Committee passed on commercial 
bank loans totalling NTY4,426,000 
(equivalent to US$553,250 at prevailing 
exchange certificate rates) in long-term 
loans to 230 firms, and NTY882,000 
(equivalent to US$235,250) in short- 
term loans to 368 firms. 

Foreign Exchange Certificates: On 
April 18, the official foreign exchange 
certificate rate for the U.S. dollar (in- 
cluding Japanese credits) was increased 
to NTY8.00 to US$1, representing an 
increase of NTY0.25 over the previous 
week. At the same time the certificate 
rate to the Hongkong dollar was raised. 
to NTY1.30 and for pound sterling to- 
NTY20.80. 

The Bank of Taiwan’s official selling 
price of foreign exchange certificates in 
payment for gold was lowered to 
US$33.50 on April 18 and to US$31.00 
per shih tael of 1.1023 ounces on April 
24. (At the time the Bank of Taiwan 
began selling certificates for gold, April 
1, the price was US$34 per shih tael of 
gold). 

Industry:—Textiles: The Taiwan 
Mechanized Textile Industry Guild re- 
ported that there are now 413 govern- 
ment and private cotton textile mills: 
in Taiwan; of these 63 have 4,092 elec- 
trically operated looms and 350 have: 
6,675 hand looms. It is claimed that 
the current annual rate of output is 98. 
million yards with an annual capacity 
of 133 million yards. 

Public Utilities—On April 21 the 
Taiwan Power Co. raised _ electricity 
rates 70%; the Provincial Coal Control 
Commission raised the charges for coal’ 
collection by nearly 60%; rail fares and 
freight rates were increased by 150%; 
and highway bus fares were up 110% 
while city bus fares were raised by 
two-thirds. The Provincial Railway 
Bureau and the Highway Bureau must 
repay debts to the Bank of Taiwan 
from these increased fares, in addition 
to turning over daily amounts of’ 
NTY200,000 and NTY15,000 respectively 
to the Provincial Treasury. The Rail- 
way Bureau must finance its operations 
with revenues from the old rates, plus 
one-third of the increased fares. 

Commodities:—While rationed rice 
continued to be sold at the price of 
NTY0.76 per catty of 1.323 pounds, rice 
was reported as selling at NTY1.15 on 
the open market. The price of flour 
on the open market was reported at 
NTY1.50 per kilogram, representing an 
increase of NTY0.10 over the previous 
week. Sales of beef continued to be 
banned as heretofore. Sales of frozen 
pork, begun in early April, were ended 
on April 15, 
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Hongkong Shipping Report for April 1950 
Ocean Steamers 


Arrivals Departures 


Ocean Steamers Ocean Steamers 


Flag No. Tonnage Cargo Passengers No. Tonnage Cargo Passengers 
British 126 297,102 131,631 3,096 128 296,232 71,441 5,361 
American 31 151,214 19,246 92 31 151,214 6,009 256 
Burmese 1 2,769 — — 1 2,769 — —_— 
Chinese 16. 173163 8,052 5 15 13,970 5,182 1 
Danish 18 55,818 23,647 Bi 18 60,679 8,518 30 
Dutch 9 47,072 19,671 359 11 55,576 8,965 1,099 
French 1 4,380 — — 1 4,380 1,000 3 
Greek 1 4,396 51 — a 4,396 330 — 
Hondurian 1 4,364 750 — 1 4,364 — — 
Norwegian 39 96,240 47,173 357 42 101,304 21,900 772 
Panamanian 30 67,792 177,256 37 34 80,428 45,434 158 
Philippines 9 16,992 1,394 976 10 19,970 4,540 444 
Portuguese 3 1,733 1,015 — 3 1,753 1,121 — 
Swedish 9 26,086 12,601 9 8 24,379 1,559 6 
U.S.S.R. 1 1,619 22 — 1 1,152 — — 
Total ." 

Foreign 169 497,638 210,876 2,312 177 526,314 104,560 2,769 

Total 295 794,740 342,507 4,408 305 822,546 176,001 8,130 

River Steamers 
Departures Arrivals 
Fla River Steamers River Steamers 
g No. Tonnage Cargo Passengers No. Tonnage Cargo Passengers 

British 116 101,626 6,419 42,870 122 104,884 4,611 32,044 
Chinese 155 102,657 3,357 35,306 156 101,484 2,426 29,254 
Portuguese 1 297 100 —_— — _ —_ = 
Total 

Foreign 156 102,954 3,457 35,306 156 101,484 2,426 29,254 

Total 272 204,580 9,876 78,176 278 206,368 7,037 61,298 


HONGKONG COMMERCIAL CARGO 
For January-April 1950. 


Ocean Vessels River Vessels 


1950 Discharged Loaded Discharged Loaded 
January ity wemeR A eins SE 443,678 145,863 8,783 14.652 
ineloeiay bo oy “so SS doen do “WERHUOI eee) 6,912 9,175 
March on cat ie toe (oo Lodo 216240 7.754 14,155 
DY eee. Deen cma et  S42;00 Teal 7G.00N 9,876 7,037 
ere Anrilete es meee ae me 1 399420 me G6IN224, 8 33'395 45,019 


Total ocean cargo Jan./Apr., 1950: 2,060,652 tons; total river cargo: 
78,344 tons, grand total: 3,138,996 tons. 


Monthly averages for 1947, 1948 and 1949: 


1947 1948 1949 
Ocean cargo Vo ane ASG” oe JAS 187,522 193,416 272,417 
x . OUCh ae ee ence 71,047 87,849 136,367 
River cargo LE eL CSN AG cd) eae 7,493 9,042 8,291 
Ns " OUtie cree ean eth. Se 1,369 7,546 10,441 
Grand tOtaly came aster als 273,451 297,763 427,576 


Highest and lowest cargo figures for 1949 and 1948 (in tons): 
1949 1948 


Highest discharged “..  3. «. «. «« - 377,084 in’ Dec. 241,574 in March 
A loaded 32) 4.0%.) 3) ss 3.) «= «158/697. in: Sept: 122,684 in Dec. 

Lowest discharged 179,805 in Feb. 138,922 in Nov. 
3 loaded 76,461. in Feb. 57,988 in Oct. 


Hongkong Industrial Report 


Factory Registrations 


At the end of April 1950 a total of 
1,060 factories and workshops was re- 
corded and registered by the HK Dept. 
of Labour (303 being on the Island and 
757 in Kowloon and the New Terri- 
tories), and 343 applications were under 
consideration (161 in HK and 182 in K. 
and N.T.). 


Applications for registration received 
during April amounted to 41 (14 and 
27), 15 registration certificates were 
cancelled (9 and 6), 7 applications were 
refused (3 and 4) including 1 for which 
no formal application was received, 
and 30 registration certificates were 
issued (11 and 19). 


Below are given details of factories 
and workshops recorded and registered 
in April, together with the number of 
workers employed:— 


1 Rubber wares ....... 38 60 98 
1 Porcelain wares ...... 90 2 92 
1 Tobacco 35 50 85 
% Printing 66 3 69 
2 Furniture 64 _— 64 
2 Garments & Shirts .... 50 14 64 
JOSS “Papers nner seas 10 54 64 
3 Weaving (Cotton) 14 26 40 
2 SeaUnary i). a<ciemers 37 1 38 
20 ni thing ames enacts este ae 12 24 36 
2 Electro Plating ....... 31 4 35 
i Vaeuum Flasks! ....... 34 _— 34 
LT Camphor yy cence see. 23 10 33 
1 Metal wares 20 — 20 
1 Engineering 19 —_ 19 
1 Candles 10 th 17 
1 Perfumery 7 8 15 
1 Joss Stick Powder ... 10 _— 10 
Te Rice - Mills yey. erecta 10 _ 10 
Lei Salt oaorerctennisteeresutirar nrc oretote 4 — 4 
1 Stone Crushing ........ 4 —_ 4 
36 588 263 851 


The number of registered factories 
and workshops that closed in April 
was 13, which included 2 Paper Box, 2 
Weaving and 1 Cotton factory, 1 Print- 
ing cooperative, and 1 each Metal 
Plating, Electro Plating, Tin Can, Con- 
fectionery, Vermecelli and Chemical 
works. 


The total number of applications re- 
ceived from January 1 to April 30, 
1950, amounted to 193 (75 in HK and 
118 in K. and N.T.), 52 registration 
certificates were cancelled (20 and 32), 
16 applications were refused (8 and 8) 
including 3 in regard to premises for 
which no formal application was made, 
and 121 registration certificates were 
issued (39 and 82). 


Industrial Accidents 


During April 68 cases of injuries and 
industrial accidents occurred involving 
69 persons (3 being fatal), of which 40 
(1 fatal) were in registered and re-, 
corded factories and workshops. The 
causes were: machinery 17 (all in re- 
gistered factories), falls 19 (3 fatal) of 
which 10 (1 fatal) were in registered 
factories, falling objects 11 (6 in regis- 
tered factories), burns 4 (1), scalds 1 
(1), explosions 3 (none) and _ other 
causes 14 (5). 
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Rubber Shoes 


Large orders from Great Britain for 
rubber shoes are keeping factories busy. 
In addition, the People’s Govt. recently 
placed an order with local manufactur- 
ers for 100,000 pairs of rubber canvas 
shoes followed by a further order for 
50,000 pairs; half of the first order 1s 
already completed, and delivery of the 
balance is expected to be made by the 
end of Jume. The Nationalists in Tai- 
wan have also made a contract locally 
for delivery of 50,000 pairs of rubber 
shoes. 


As a result of these orders and witn 
a view to reducing costs, manufacturers 
have procured from the USA about 100 
sets of up-to-date machinery for mak- 
ing rubber soles and other parts, which 
should enable them to increase pro- 
duction to a considerable extent. ‘To 
keep the market in Great Britain, costs 
have to be reduced to a minimum. 


Towel Factories 


Towel factories are likewise working 
to capacity to fill orders received from 
Great Britain and Africa for over 2 
million dozen towels amounting in 
value to HK$30 million the delivery of 
which should be completed by the end 
of this month. The locally made towel 
is not up to the standard of the Shang- 
hai factories and is about 20% cheaper, 
but it is suitable for low-priced mar- 
kets such as Africa or Malaya. 
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COMMERCIAL MARKETS 


China’s Trade in Rice, Flour, and Wheat 


During the 20-year period 1922-41, 
China imported an annual average of 
870,000 metric tons of rice, 279,000 tons 
of flour, and 338,000 tons of wheat. 
The volume of imports naturally varied 
from year to year, depending on the 
size of the indigenous crop. In 1932, the 
year after the unprecedented 1931 flood, 
China imported 1,359,000 metric tons of 
rice, 401,000 tons of flour, and 912,000 
tons of wheat. During this period 
‘China’s major sources of rice were 
French Indochina, ‘Tihailand, and 
Burma and for wheat and wheat flour, 
Australia, the United States, and 
Canada. ‘ 

In 1946-48 China’s annual rice flour 
and wheat imports declined to about 
600,000 metric tons, or roughly 40 per- 
cent of the 1922-41 average; more 
than 70 percent of the total was sup- 
plied by UNRRA, CRM (China Relief 
Mission) and ECA. This drastic post- 
war decline in food imports had its 
far-reaching effect. on the economic 
well-being of the large cities and in- 
dustrial centers. The major portion of 
China’s food imports, was consumed in 
(Shanghai, Canton, Tientsin, etc., which 
are normally food-deficit areas. More- 
over, large milling centers like Shang- 
hai, with a daily maximum capacity of 
115,000 bags or roughly 38 percent of 
China’s maximum capacity, depended 
upon imports for as much as 40 percent 
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HONGKONG JUNKS & LAUNCHES IN APRIL 1950 
Foreign Trade condacted by Junks & Launches of 60 registered tons & under 
ES SE AE SE I a a es SES AoE, NS Ne SEE i as BSI EO 


Reg. Tonnage 
of Vessels 


No. of Vessels 


No. of 
Passengers 


Dead Weight 
Tonnage of Cargo 


Inward Outward Inward Outward Inward Outward Inward Outward 


JUNKS 

467 493 58,307 59,529 12,667 14,012 288 464 

Total Jan./Apr., : 
1958: 1,746 1,879 207,374 181,665 39,596 58,162 801 1,107 

LAUNCHES 
31 33 1,032 1,019 166 343 — 7 
Total Jan./Apr., 

1950: 165 4,831 5,089 1,122 2,832 40 iS 


Total Vessels entered & cleared Jan./Apr. 1950: 3,950 of 398,959 N.R. Tons. 
Total Cargo discharged Jan./Apr. 1950: 101,713 D.W. Tons. 


Local 


Trade conducted by Junks & Launches of 60 registered tons & under 


Reg. Tonnage 
of Vessels 


No. of Vessels 


No. of 
Passengers 


Dead Weight 
Tonnage of Cargo 


Inward Outward Inward Outward Inward Outward Inward Outward 


_————$ fj] 


JUNKS 

918 919 35,624 32,808 9,027 7,107 85 95 

Total Jan./Apr., 
1950: 3,806 3,751 137,422 136,238 44,526 24,408 91 107 

LAUNCHES 

340 350 9,603 9,728 188 361 36,751 32,851 

Total Jan./Apr., 
1950: 1,191 1,203 33,432 34,014 3,034 1,641 96,971 88,865 


Total Vessels entered & cleared Jan./Apr. 1950: 9,951 of 341,106 N.R. Tons. 
Total Cargo discharged Jan./Apr. 1950: 73,609 D.W. Tons. 


of wheat requirements. The United 
States supplied only about 25 percent of 
wheat flour imports before the war, 
but post-war the large quantities of 
relief supplies and some commercial 
shipments received from the United 
States furnished most of the imports. 

Shanghai mills were operating at 30 
percent or less of their capacity at the 
end of November 1949. Most of the 
mills were working on a_ part-time 
basis for grinding “government” wheat. 
Members of the trade are very pessim- 
istic about the future because of rapid 
dwindling of both flour stocks and raw 
material. To solve their difficulties, 
eight leading Shanghai flour mills 
formed a joint office to buy raw mate- 
rials and market their products. On 
November 15, 1949, the Joint Office 
announced that some 100,000 piculs 
(roughly 6,000 metric tons) of wheat 
had been purchased from producing 
areas. However, the Shanghai Food 
Company claimed it still had a stock 
of 1,000,000 piculs or 60,000 metric tons. 
The authenticity of this cannot be 
checked. ‘ 

Except for occasional reports of ship- 
ments to the USSR, there has been no 
known instance of exports of food by 
the Communist regime. According to 
to the regulations issued by the East 
China Foreign Trade Control Bureau, 
importation of essential foodstuffs is 
generally encouraged. ‘The new tariff 
regulations listed rice under Schedule 
A (free import permitted) and duty 
free. Wheat is included in Schedule B 
(import under special authorization) 
with a 15-percent duty. Wheat flour is 
not permitted entry under the new 
regulations. 


Rice Production, 1949, in Taiwan 


The Taiwan Department of Agricul- 
ture: estimates 1949 rice production at 
1,260,000 metric tons, or nearly 200,000 
tons over 1948 production. The increase 
is attributed to improved methods of 
planting and weeding, increased use 
of fertilizer (ineluding that diverted 
from sugarcane), and a slight rise in 
acreage. It is believed that the 1950 
goal of 1,400,000 tons can be reached 
through further improvement of the 
same factors. 

The Provincial Commissioner of 
Agriculture states that 1,050,000 metric 
tons of rice, plus other available food- 
stuffs, are adeauate for Taiwan require- 
ments and expresses hope for export 
of surplus rice if profits could be re- 
turned to rice farmers. 


Taiwan Fertilizer & Chemicals 


In 1949 T’aiwan changed, economi- 
cally, from a colony to an autonomous 
area, inasmuch as the island was cut off 
from mainland markets and sources of 
raw materials. Amid the financial 
chaos of the first half of 1949 most 
Taiwanese industries found it difficult 
to adjust to the needs and demands of 
an enforced autonomy. ECA aid en- 
abled some industries to increase pro- 
duction, but those which did not receive 
outside assistance had difficult going. 
The island has few raw materials and 
the tendency toward uneconomit self- 
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FOOD IMPORTS INTO CHINA, AVERAGE 1922-41 AND ANNUAL 1946-48 


(In metric tons) ~ 


Item and year Commercial UNRRA CRM ECA Total 
Rice: 
T2241 AVETABC asjcecccecccesess 870,333 — _ _ 870,333 
1946 ON Re ce ree aohia ce metone 19,234 103,670 — _ 122,904 
POAT werent eee ielee cae Jala 114,837 190,443 — —_ 305,280 
BORG gp erareae a, Hales ag slain aibisistmiateveraiateis watt 192,103 _ 127,951 140,704 460,758 
Flour: 
LOZ2201) AVEFARE .< dp asiesiesiaisteins cies 278,964 — — _— 278,964 
1946. 54,678 122,836 — — 177,514 
1947 98,115 54,209 — — 152,324 
1948 36,719 _— 26,764 42,089 105,572 
Wheat: 
MOQDsETRAVELA RE jojen a's, cinie nye +. aisie sisinve 338,200 _— — _— 338,200 
OURS DE SHRM HRINA neck e Se 4,646 354,020 J — 358,666 
ET. AMEE, peri taptycis, a BuWicicls lek cteteketsvantets 15 44,616 — — 44,691 
CER Teeth: eee reat rn ae eee ene 15,259 _— 44,724 — 59,983 


sufficiency which appeared in 1949 had 
no firm foundation. Factories are 
mostly left over from the Japanese 
regime or were evacuated from the 
mainland. Machinery and facilities are 
obsolescent or deteriorating and ECA 
help has been available only for the 
most pressing needs. 

‘The fertilizer situation improved 
gradually in 1949. although consump- 
tion amounted to little more than half 
the prewar rate. Imports totaled 
147,965 metric tons and supplemented 
domestic production and purchases by 
the Provincial Government and the 
Sugar Corporation. Ammonium sulfate 
and ammonium phosphate—33,790 tons 
and 9,540 tons, respectively—were ob- 
tained through ECA and distributed to 
rice growers. 

Camphor exports in 1949 amounted to 
305 tons. Salt was exported in quan- 
tity to Japan. 


More Jute in 1952 from Formosa 


Indications are that jute production 
will be increased to approximately 
20,000 metric tons in 1952 as compared 
with the estimated 5,000 tons in 1949. 
In 1937-39 the average production was 
10,000 tons. 

'There is a sreat potential demand for 
jute, especially for production of bags. 
Two bag manufacturing plants have 
been established but their output is 
limited by the lack of jute. If an 
increase in jute output develops, it may 
be possible to manufacture a surplus of 
jute bags which would find a ready 
export market. 


Tibetan Wool 

(Since the beginning of the season 
(October or November to May or June) 
Calcutta exporters of Tibetan wool 
have experienced a sharp demand 
which has resulted in a steady upward 
trend in prices. Quotations in the latter 
part of January were 44 cents per 
pound to the United States and 38 pence 
per pound to the United Kingdom. 
twhereas at the end of October 1949 
prices were 35 cents and 30 pence, res- 
pectivelv. Arrivals of Tibetan wool 
from Kalimpons were fairly satisfac- 
torv till the third week of December 
1949. but ceased thereafter because of 
the Indo-Pakistan trade dispute which 
disrunted movement of goods through 
East Bengal. A leading Calcutta ship- 
per states that he has been unable to 
meet his December and January com- 
mitments to buyers in the United States. 


Railway authorities are endeavoring to 
assist in the movement of Tibetan wool 
to Calcutta via the Assam rail link and 
have arranged to move 200 bales per 
day by the new route. There appears 
to be delay, however, owing to the fact 
that railway authorities at Kalimpong 
are not adhering to instructions from 
their Calcutta headquarters. Shippers 
claim that they are therefore consider- 
ably handicapped in their trade with 
the United States. 


Exports of Tibetan Raw Wool 

Tibetan wool and goat-hair exports 
from Calcutta to the United States from 
August 1949 through January 1950 
amounted to 3,450 bales. Exports to all 
destinations in 1950 have been estimated 
at 6,000 to 6,500 bales—the entire quan- 
tity of whites is expected to be exported, 
70 percent to the United States and 30 
percent to the United Kingdom, Egypt, 
Italy, the Netherlands, and other des- 
tinations. The United Kingdom also 
will receive a small amount of goat 
hair. 


Hosiery Imports into the Philippines 

The United States is the source of 
approximately 95 percent of all hosiery 
imported into the Republic. Total im- 
ports in 1948 were valued at 5,055,254 
pesos. 

Consumption statistics are not avail- 
able but the market potential is estim- 
ated at three times prewar. Although 
there is a market for “irregulars” and 
low-gage women’s hose, top quality 15- 
denier nylons are probably sold in 
greater volume. 


Import controls promulgated Decem- 
ber 24, 1949, place hosiery in the cate- 
gory of “ Readymade Wearing Apparel 
(outer and inner) ” for which there was 
established a 75-percent reduction in 
imports for 1950, based on 1948. 


Rubber Estates Outputs 


Outputs from the Rubber Companies 
for which A. R. Burkill & Sons, Ltd., 
are Secretaries &/or General Managers: 


Total this 
Output for Financial 
April, 1950 year to date 
lbs. Ibs. 
Butews eeeevccs 56,800 258,800 (4 months) 
Consolidated .. 96,200 414,400 (4 rr ) 
Dominion .... 47,603 233,603 (4 a ) 
Kota Bahroe .. 57,600 692,000 (10 ,, ) 
Sungei Duri .. 56,500 675,100 (10 ,, ) 
S'’hai Pahang 33,300 474,900 (10 ,, ) 
Padang  _cass0s 6,133 316,562 (12 ,, ) 
S’hai Kedah .. 94,115 710,287 (7 ” ) 
Tanah Merah . 88,210 88,210 (1 month ) 
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The Communist Five Year Plan, 


While there appears to be some 
divergence of opinion among _ the 
Chinese Government leaders in Peking 
as to the possible effect of the pro- 
posed Five Year Plan on China’s na- 
tional prosperity, the scheme which has 
now been completed in detail seems 
likely to be put into effect and Canton 
has apparently been chosen as the test 
tube of the new order. Broadly speak- 
ing under the Five Year Plan private 
enterprises whether small or large, 
will not be allowed to operate as 
separate units but will eventually be 
merged into various large Government 
organisations immediately under the 
control of and operated by Government 
officials. In order to achieve this point 
which can rightly be regarded as the 
pivot upon which the whole scheme 
hangs, the present owners and manage- 
ment must be forced out of business 
and the method to be adopted towards 
this end is a) to refuse permission to 
any firm to suspend business in the 
present emergency and b) to allow 
subsidies to certain firms. This some- 
what machievellian way of obtaining 
control is designed to force merchants 
eventually io submit to Government 
management. This method of acquiring 
control is also being: adopted towards 
the farming communities. The young 
men of the village are called up for 
military training, during which time 
the farms remain untended. To over- 
come the shortage of labour the Gov- 
ernment supplies soldiers to till the 
ground and this apparently gives the 
authorities the right to take over land 
maintained by them. 


This policy of eliminating in- 
dividual enterprise is already taking 
shape in the form of a merger of 
eigarette factories in Canton into one 
large corporation under the Govern- 
ment. These factories have for some 
time past existed largely on Govern- 
ment subsidies and are now to reap 
the benefit. The great difficulty which 
has to be faced in the successful com- 
pletion of the Five Year plan is the 
doubtful ability of the Soviet Union to 
supply China with all the material 
neoded, that is if the country is ta be 
rehabilitated. Those members of the 
Peking Government who are opposed 
to the scheme are of the opinion that 
China’s future prosperity depends on 
foreign assistance which, if the Five 
Year Plan is carried out in toto, they 
feel will not be obtainable. 


Trading under Difficulties 


Yhere is. one outlet left for Crinese 
traders in their desire for individual- 
istic trade and one which historically 
they have never been slow to adopt, 
and that is their highly developed 
technique of smuggling. The People’s 
Government’s regulated channels 
through which goods are allowed to 
pass are so hedged about with restric- 
tions that efforts are made in every 
direction to evade them. These restric- 


648 


tions cover the type of goods allow- 
ed through, imposed quotas, as well as 
the surrender of foreign exchange, the 
floor prices of which have in some 
instances exceeded the prices ruling in 
Hongkong’s market, and the regulations 
have become so difficult and manifold 
that merchants are showing a deter- 
mination to by-pass these formalities 
whenever possible and to reach their 
desired market direct. This evasion of 
export restrictions has not yet reached 
measurably serious proportions, but 
unless the authorities succeed: in 
stamping it out or better still ease the 
restrictive measures now imposed on 
trade through the proper channels, 
smuggling is bound to increase. 


Japan's Trade. 

The fear so frequently voiced that 
when Japan’s industrial potential is 
once again in full swing manufacturers 
in other parts of the world will ex- 
perience keen competition, is now 
being realised. Hongkong as one of the 
nearest markets to Japan threatens to 
be flooded with various commodities 
which are priced at materially lower 
figures than those made elsewhere. 
The principal articles which are be- 
ginning to flow into the local market 
in increasing numbers are printed 
cloth, artifical silk, electric fans, sewing 
machines, cameras, aluminium sheets, 
porcelain, cement, etc. Articles of 
clothing made from Japanese artificial 
silk are already becoming popular and 
at the moment tailoring establishments 
are reaping good profits, as the cost 
of the article is hardly commensurate 
with the cheaper price of the material 
used. In fact it is pointed out that 
shirts made of Japanese artificial silk 
cost roughly $5 whereas the price 
charged the customer is $10. In general 
Japanese goods due to the low pro- 
duction cost, are almost certain to gain 
the market against the British or 
American product which is in many 
instances more than double the cost. 


imports of Radio Apparatus into 

Indochina 

Radio receivers, tubes, and compon- 
ents are not produced. Imports of radio 
apparatus in the period January to June 
1949 totaled 89.5 metric tons valued at 
6,664,000 piasters. (1 piaster equaled 
approximately $0.08, United States cur- 
rency, during this period.) Imports 
from France totaled 51.5 metric tons 
worth 4,833,000 piasters; Canada, 11.1 
metric tons, 333,000 piasters : Nether- 
lands, 11.1 metric tons, 837,000 piasters; 
and the United States, 6.6 metric tons, 
604,000 piasters, 


Portable Radios in Java and Sumatra 


A number of estatesin Java and 
Sumatra soon will be equipped with 
“mobilofoons,” or portable radios pat- 
terned after the “walkie-talkie,” 
Apparatus of this type for ship-to-shore 
communications is already in experi- 
mental use at Tandjong Priok, the har- 
bor of Jakarta (Batavia). The sets 
designed for communication on land are 
expected to facilitate contact between 
outlying estates and command posts of 
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the army and police in areas where 
telephone lines are especially subject to 
disruption. 

The mobilofoon is described as appro- 
ximately 23.6 x 13.8 x 7.9 inches and 
has a 6-volt battery, a loudspeaker, a 
jhand microphone, and an antenna about 
10 feet long. 'The set is tropicalized, 
has a power of 3 watts, and is designed 
for frequency-modulation operation, 
Operation is expected to be on a wave 
length of about 3 meters. 

About 105 mobilofoons, some or 
which have arrived in Jakarta 
(Batavia), are being imported by the 
Philips Manufacturing and Commercial 
Co., Ltd., Jakarta (Batavia), for sale to 
the General Agricultural Syndicate and 
the General Sugar Syndicate. Approxi- 
mately 120 sets of British manufacture 
are scheduled for use on rubber and 
tobacco plantations on the east coast 
of Sumatra. A total foreign-exchange 
expenditure of about 1,000,000 guilders 
(approximately US. $260,000) is expec- 
ted. (1 guilder equals approximately 
U.S. $0.26 subsequent to devaluation on 
September 21, 1949.) 

The Post, Telegraph, and T'elephone 
Service (PTT) will issue permits for 
transmission and allocate wave lengths 
for the operation of the mobilofoons. 


HONGKONG COMMODITY 
MARKETS 


(1 picul equals 133.3 Ibs. 
1/3d. or US171% cents) 


Cotton Piece Goods & Cotton Yarn 


The main interest in Cotton Piece 
Goods centred during the week around 
Grey Sheeting, with dealers from the 
Philippines and Thailand providing 
strong buying support: Fancy Butter- 
fly rose to $40.50 per piece, Four Lotus 
sold at $38 and Water Duck at $36.50, 
while (Japan) 2023 fetched $37.80 per 
piece; other brands showed a decline, 
Dragon Head being quoted at $43 per 
piece, Mammoth Bird at $41 and Pea- 
cock at $40 per piece. In Drills, Dra- 
gon & Door rose to $43 and Golden 
City to $44.50 per piece. 

Indian Cotton Yarn of 10 
was mainly in demand during the 
week by local mills: Cow brand 
rose to $690 per bale, Dawn Mills, 


HK$1 equals 


counts 


Flying Peacock (India) and Saree 
Hanuman Mills, improved to 43640 
each, and Jayashankar Mills and 
Kaleeswarar Mills to $635 and $625 


per bale respectively. Pakistani deal- 
ers, who have recently been in the 
market to a large extent for Shanghai 
yarn of 20 counts to meet the demand 
from cotton mills in Pakistan follow- 
ing the prohibition of such imports 
from India, became less active upon 
satisfaction of their requirements and 
prices consequently fell. Buyers from 
the Philippines and Thailand as well 
as local mills were, however, interest- 
ed in Indian 20’s. At the close prices 
were as follows: 20’s Camel fell to 
$1160 per bale. Flying Fish and 
Golden Peak declined to $1190 respec- 
tively, Lucky Star and Yacht dropped 
to $1160 and $1165 per bale each, while 
Pine & Bamboo rose to $1170, Red 
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Rose to $1180 and Two Swallows to 
$1160 per bale; Mule Yarn rose to 
$780 per bale, Savatram Ramkrishna 
Mill to $770, Sidhpur Mills to $785, 
Cannanore Mills to $790 per bale, 
while Dawn Mills fell to $830 per bale, 
Modura Mills to $955, Radhakrishna 
Mills and Tug of War to $805 per bale 
respectively. 


Raw Cotton. 


Very few transactions took place in 
Raw Cotton during the week, the 
feature being attempts by holders to 
unload their stocks of other than 
Pakistani cotton at low prices. As the 
c.if. prices of raw cotton from Pakis- 
tan have been increased, owing to 
large purchases by the USSR and 
Japan, to Rs. 835 per bale of 4F-Roller 
Gin, Rs. 860 for LSS-Roller Gin, Rs. 
880 for NT-Roller Gin and Rs. 890 for 
289F, local prices followed suit and 
the somewhat anomalous situation was 
noticeable of USA cotton being offered 
at considerably lower prices than 
that from Pakistan. Prices at the close 
were as follows: Pakistan 48/49 NT- 
Roller Gin $1.98 per bale, LSS-Roller 
Gin $1.87, 4F-Roller Gin $1.78, 289F 
$1.94; USA 1” $1.86 per bale, %” 1 
qual. $1.82, %” 2 qual. $1.80, 15/16” 1 
qual. $1.84; Egyptian cotton $1.66. 


Cement. 

Following the recent reduction in 
the prices of Green Island Cement and 
added to by arrivals from Japan, the 
market showed a further fall notwith- 
standing active purchasing by buyers 
from Macao: sales were effected of the 
Japanese product at $5.10 and $5.20 
per 100 lb. bag for spot, $108 per ton 
ex-godown and 098 per ton forward 
c.if.; Polish 1 cwt bag fell to $6; Danish 
Bate brand white cement dropped to 
$13.20 per 1 cwt. bag, the cif. price 
standing at $243 per ton; Indochina 
Dragon brand in 1 ewt. bags stood at 
$5.70, but the 94 lb. bag fell to $5.30 
the indent price ex-godown being 
$4.90 per 94 lb. bag; Tientsin Horse 
brand was offered at $6.30 per 1 cwt. 
bag and $120 per ton ex-godown; 
Emeralcrete rapid hardening cement 
was Offered at $7.90 per 112 lb. bag 
(official price $7.25), Emerald brand 
(Green Island) .dropped to $6.90 per 
112 lb. bag ($6.25) while the 64 lb. 
bag was quoted at the official price of 
$5.35, Snowcrete British white cement 
stood at $60 per drum of 375 lbs. nett 
($55) and Snowcem cement paint 
(British) was quoted at the ex-godown 


price of $58 per steel drum of 112 lbs. 
nett. : 


Metals 


North China traders were keen 
buyers of Galvanised Mild Steel Sheets 
due, it is presumed, to the prepara- 
tions being made for attacking the 
Chusan Islands, but in spite of this 
activity prices showed a downward 
tendency. This especially in Japanese 
specifications, is to be attributed to 
the fact that merchants here are an- 
xious to dispose of some of their 
heavy stocks and in order to do this 
are prepared to cut prices as much as 
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possible. The*.prices for thin quality 
G30 3’x7’ (Japan) fell to $6.60 per 
piece at the close, while 3’ x 6’ 
also declined to $5.20 and Belgian 
3”x7 declined to $6.65, The prices 
ruling for the thick quality were: 
(Japan) 3’x 7’ G24 42 cents per Ib. 
and G26 49 cents, while G28 showed 
an increase to 55 cents per lb.; Euro- 
pean 3’x 8’ G24 was 42 cents per lb. 
forward while G26 rose to 48 cents 
per lb. The Zinc Sheet market was 
quiet with little demand from local 
factories and some declines in price 
were noted: Polish 3’ x 8’ G4 stood at 
$120 per picul. G5 at $106, G6 fell to 
$101, G7 was offered at $104, G8 at 
$123, while indent prices stood at G5 
£124 per ton, G6 £131 and G9 at 
~ £121 per ton. Belgian G2 was quoted 
at $133, and G5 at $110 per picul. Used 
Zine Sheets stood at $58 per picul. 

Heavy local stocks of Galvanised 
Wire with further supplies arriving 
brought prices down, but few buyers 
were in the market. The ruling prices 
for all specifications of European make 
were: G6, G13 and G14 $42 per picul, 
G8 and G15, $43, G10 and G12 $40, G16 
and G17 $48, G18 $55, G20 $60, G22 
$62 and G24 $72. On the other hand 
Galvanised Wire Netting showed con- 
siderable activity and offers were brisk. 
Ruling prices were: (Holland) 50 yds. 
G22 4%” $70 per piece. G20 3/4” $53. 
1” $40, G19 14%4” $34, 1%” $31 and 2” 
$27 per piece. 

Lack of demand from outside sources 
coupled with heavy stocks caused a 
severe setback in Brass Sheets general- 
ly; large shipments which arrived re- 
cently from Japan were offered at con- 
siderably lower prices than the British 
product, and caused a decline in the lat- 
ter, 4 x 4’ square, plain body, being 
quoted at $190 for 18-20 lbs. and 20-26 
Ibs. and at $195 per picul for 44-86 lbs. 
Rolled Brass Sheets following the down- 
ward trend showed an all round drop 
of from $15 to $5 per picul. British 
12” 5o0z. and 6 oz. declined to $240 per 
picul, 8 oz. fell to $190, 9 oz. dropped 
to $180 and 10 oz. to $175; prices for 
the Japanese specifications were: 8” G5 
and G6 $230 per picul. G8 and G9 
$170, and G10 $165. 


Mild Steel Bars remained fairly 
steady in spite of fresh arrivals. No 
change was noted in the price of Round, 
Square and Flat Bars little or no busi- 
ness being done. In the case of Angle 
Bars some new arrivals caused a down- 
ward trend. Prices at the close were 
as follows: Round Bars, 40 ft. ¥%” thick, 
34”, 4” and 14%” $29 per picul, while 
1” fell to $35 per picul, 144” to $34 per 
picul and 1%” was offered at $29 per 
picul. Other specifications remained 
unchanged. In the case of Flat Bars a 
decrease was noticeable in the price of 
3%” thick, 34” and %” which fell to 
$34 per picul. Wire Ropes suddenly 
improved owing to a demand from Tai- 
wan presumably for military purposes. 
British 14%” and 1%” were especially 
in demand and some substantial pur- 
chases were made resulting in an ad- 
vance in the price to $1.60 per lb. for 
the 11%” specification and $1.80 for 1%”. 
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Wire Nails were relatively active dur- 
ing the week with Taiwan dealers 
showing a readiness to purchase. In 
fact in some instances prices rose 
steeply as, for example, G15 1” and 
G14 1%” which improved to $49 per 
picul; G13 14%” and G11 2” stood at $48. 
European makes also followed the same 
upward trend, 1” and 144” rising to $44 
per picul and 14%” to $45; 134” stood at 
$44 and 2” at $39. Galvanised Pipes 
saw a general decline for all origins 
but especially where the British makes 
were concerned, The ruling prices 
were: 14” 18-22’ 40 cents per ft. 34” 50 
cents, 1” 80 cents, 1%” $1.20, 1%” $1.50 
and 2” $1.80 per foot. The large sizes 
were quoted 2%” at $3 per ft, 3” at 
$3.80, 342” at $5 and 5” at $5.50 per ft. 


Electrolytic Tin Plate was sought for 


by Taiwan buyers but prices did not 
improve owing to the unloading of 
heavy stocks: USA 18 x 24” went for 
$64 per 200 lbs. and the tonnage pack- 
ing ordinary quality for $62 per 200 lbs. 
The Tin Plate Waste market showed an 
improvement, tonnage packing selling 
for $67 per 200 lbs. Some activity 
was noted in Misprint Tin Plate (USA) 
although no large transactions took 
place: White base first quality was 
quoted at $52 per picul and yellow base 
at $40, while white base was quoted at 
$38 per picul for large quantity tonnage 
packing. Blackplate Waste (U.S.A.) 
G28-31 stood at $24 per picul, while 
G29-33 rose to $24.50. 
Paper 

The recent active buying in Newsprint 
subsided during the week although 
South Korean and Indonesian buyers 
were in the market. Newsprint in roll 
52 gr. 31 in. improved to 33 cents, 43 in. 
to 32 cents, and 31 in. (Norway) to 35 
cents while 30 and 42 in. improved to 
32 cents. Newsprint in sheets also 
showed some improvement 50 lbs. 31 x 
43” being quoted at $17.20 per ream, al- 
though other specifications remained 
stationary in price. Bond paper, water- 
marked, 22” x 34” 32 lbs. white rose to 
$18.50 per ream, 36 Ibs. remained as 


before at $15.30 per ream, Cellophane 40 
x 45 (British) was quoted at $88, 36 x 39 
(Czechoslovakia) at $65 and Belgian 36 
x 39 at the increased price of $66 per 
ream, while British 40 x 51 rose to $103 
per ream. Half-bleached parchment 30 x 
40” 24 lbs. stood at $20 per ream and 
Czechoslovakia 11% lbs. 20 x 30 at $10 
per ream. M. G. Sulphite paper 60-100 
lbs| white remained as before at 48 
cents per ream, while 47 lbs. 35 x 47 
brown improved to $21.80. Pure Kraft 
in rolls fell to 45 cents per Ib. The an- 
nouncement, that the Holland Straw 
Board Organization has again decided 
to increase the c.if. Hongkong price of 
strawboard to £23 10s. per ton from 
its original price of £20 15s. per ton 
must affect the local market, although 
immediately following the announce- 
ment little change was observable: 
No. 8 25”/33” stood at $300 per ton, 
No. 10-16 at $310 and No. 20-40 at $380 
per ton. 


‘Rubber 

The improvement noticeable of late in 
the Singapore Rubber market and in 
the US, where a price increase has 
taken place not only in spot but also 
in futures, lst quality rubber sheets 
having improved to US 27% cents and 
2nd qual. to US 26 cents, has not alter- 
ed the position so far as Hongkong is 
concerned, due to a lack of demand on 
the local market. Prices at the close of 
business had not moved: Smoked 
Rubber Sheets Ist qual. stood at $180 
per picul, 2nd qual. at $175, 3rd qual. 
at $160 and 4th qual. at $155. Sole Crepe 
Rubber Ist qual. also remained un- 
changed at $275 and 2nd qual. at $265 
per picul. 


Vegetable Oils, Ores & Other China 

Produce 

The private exporter of Vegetable 
Oils is having a hard time in regard 
to the obtaining of supplies as a result 
of the monopoly which is being extend- 
ed over exports from Canton by the 
National Oil and Fats Corporation; the 
high rate for the surrender of exchange 
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set by the Canton authorities is a de- 
terrent to the private exporter in that 
city in view of the low prices ruling in 
Hongkong. Prices of Tungoil (Woodoil) 
showed a further drop during the week 
with arrivals from Tsingtao amounting 
to over 2,000 drums; sales were effected 
at $167 per picul while two-weeks for- 
ward rose to $165, the USA buying offer 
being US 2234 cents c. & f., buyers how- 
ever held back on the whole in anticipa- 
tion of a further drop with the arrival 
of shipments from North China. Teaseed 
Oi! was dull and the price of 4% acid 
fell to $147 for spot and $145 per picul 
for three weeks forward; the buying 
offer from Europe improved to £185 per 
long ton. Aniseed Oil was quiet, the 
price being quoted at $610 per picul. 
Cottonseed Oil fell to $118 per picul, 
Linseed Oil dropped to $108 per picul. 
Coconut Oil declined to $121 per picul 
with few transactions. 


The price of Tungsten (Wolfram) Ore 
went higher as a result of low stocks, 
but buyers were few: 65% wolframite 
was offered at $270 per picul and 52% 
at $216, while the Korean product was 
quoted at $250 per picul. Supplies of 
Antimony of 70% purity which reached 
Hongkong by devious routes from Hunan 
in Central China were placed on the 
market at the price of $160 per picul, 
but this. price was considered too high 
and no transactions took place. Large 
stocks of China Chromium Ore are held 
in the Colony, smuggled in from the 
mainland; selling offers were made of 
$70 per ton based on a 45% content of 
the ore, but no sales were effected. Tin 
Ingots showed increased prices: Hoyuen, 
Kwangsi, 99% rose to $565 per picul and 
Yunnan 99% to $560, while Marked 
Banker (Singapore) 99.75% was offer- 
ed at $575 per picul; China Tin 60% 
stood at $310 and 50% for soldering at 
$260, while 40% for soldering improved 
to $200 per picul. China Pig Lead 99% 
rose to $93 per picul. 


Prices of Cassia showed a decline fol- 
lowing the arrival of 3,084 packages 
from Macao together with 3,660 pack- 
ages during the previous week: Cassia 
Lignea (West River, Kwangtung) in 84- 
catty packing fell to $42 per picul and 
the 60-catty packing to $38 while the 
West River product in bulk was offered 
at $36 per picul; Cassia Unscraped 
(Tunghing) dropped to $68 per picul; 
Cassia Whole (Tunghing), however, 
proved an exception to the general trend 
the price rising to $78 per picul. The 
fall in prices was due in the main to 
the announcement of a reduction in 
prices by the Canton authorities, the 
60-catty packing Cassia Lignea being 
reduced from $87 to $65 per quintal 
and the 84-catty packing from $90 to 
$70 per quintal. It is anticipated that 
further supplies will be despatched to 
Hongkong which may bring the local 
price down further. Ramie, with slack- 
ening of interest from abroad, joined 
in the generalsdecline the West River 
fibre being offered at $188 per picul 
while the Szechuan product dropped 
to $174. East River Rosin likewise fell 
to $29.50 picul. 


Hongkong’s Imports and Exports for 1950 


Of Pharmaceutical Products, Perfumery & Cosmetics, Wine, Butter 


PHARMACEUTICAL PRODUCTS 

Hongkong’s_ trade in pharmaceutical 
products (other than those mentioned 
under special headings) showed a total 
last year of $129,322,140. Qt this 
amount imports came to $89.14 million 
and exports to $40.18 million; the 
excess of imports over exports was 
$48,955,578. 


Supplies of pharmaceutical products 
came mainly from the USA to the 
value of $68.64 m., the United Kingdom 
coming next with $10.51 m. Exports 
went chiefly to North China or 42% to 
the value of $17.14 m. 


Pharmaceutical Products (Other, n.e.s.) 


IMPORTS 
HK$ 

LSB SH/ NN NGS Boncnaaere cai vers Coe 68,642,242 
United Kingdom: |. ihweo..s. 16,516,399 
Wrance wil. ewnea mew ap haa 1,840,692 
Switzerland | fiscies «siete 1,811,229 
PRUIStr AG ara srdetvorei tacts 847,858 
Indonesia.» “aie css sane owe 839,419 
North) China “invite ent cine 754,525 
Genmany.s 4. Sare cist see valk 735,807 
Czechoslovakia 632,236 
Philippines 530,310 
Holland 519,587 
Sweden 453,318 
Malaya 315,210 
Canada i.-.~ 163,901 
South China =........ 126,100 
CAL Yi o icere ei ateteeeeieine 98,753 
LOMO RS, nal docaeneoe 70,000 
Macao © scans eer 65,399 
Aoi peooaceuscaeds 58,697 
South Korea ....... 31,500 
Portusal Mec nce nel eee cteaera vines srs 25,554 
NOT WAY ea ciate Riieciareraiatere wayside 15,040 
DENMALES oo scar avantes 11,826 
North Korea ... 10,752 
Indochina ‘ 9,500 
New Zealand 6,120 
Gevlon Gos 2,600 
Central China 2,543 
(OSERIANG Gira. 1,200 
Bekeiwn, 6 hare seisizte are geinteiaraaioreets « 378 
East Africa ins. sais iee ose aeenne 114 
p80) Wl memHpcode OOOO auc Qo roan os 50 

Potal,  -cadsnswisserser trestle 89,138,859 

EXPORTS 
HK$ 

Nosh (China cies- tel etetactesetolant er 17,146,379 
WESGAO) . | arate imjarvsele oi sie\e/olsinielainieieininisie sich 5,999,887 
Central: China <..5.6 ca ee cnn en 4,226,815 
South China; tase esijoieelee erates 2,619,392 
North Korea oi cccces ctw seeewnn 2,518,895 
South > Koreas cis asicieaas we wisiess oe 2,487,157 
SLAIN Spates ete tava nishigisls (ef tvieiete tetera cies 2,357,902 
ESUIPTNU, sch ou: </o{nsaxe/overoee ee eessionmivs «sees 1,100,292 
INTAIA VAY i crests: ReaeikerahvisGlenemeioeTs 987,267 
NU Ye Piste ey airtel) aun ee aoa aoe 301,203 
PHilip pines. 0 <i. csrhalersicmtases teres 216,235 
Indortesiay "GAN. ce careteteieleiepelenin crete 53,121 
Indochina yy tantamount neem 44,987 
TURB:AL sails Siniciecaniesisersiaeramsisiamte 38,496 
West; Africans. cine semiotics ic cess see 20,512 
Pakistani “jeverreecerm terete teres 13,313 
PAPAN nw ss aia siaeweasits c Meee 12,713 
ETANCG 9 cites insta eae ee 7,976 
Switzerland.  ....ccumaci eam nneeen 6,538 
CE YIOMY Bier serine cinerea saloons 3,936 
Worth ‘Bormeo) =) iee. cece reece 3,555 
West) Tadiess is wieercciweten cess 2,419 
Australia crasjiverstision cease tose 2,409 
Bre Emp, Othereeh..;...ccceer sacvosen 955 
Certtral “America: ia; .<sseene eed 79 
MUAY ies Aeus notes sickeserorain aera eee eee 48 
Other: counties’) 27)... cheaineeienes 10,800 

Lobel” erate »iniats a carehe) statotete yet Ore Ae 40,183,281 


Monthly Imports Monthly <a 
$ 


January 5,898,338 1,463,233 
February 4,026,287 1,997,453 
March 7,023,419 3,109,726 
April 4,174,950 1,652,931 
May 7,128,419 2,792,772 
June 3,424,838 2,695,383 
July 5,988,870 2,850,064 
August 7,699,655 5,228,321 
September 9,902,360 4,668,411 
October 11,348,211 3,856,272 
Wovember 10,956,027 4,260,710 
December 11,567,484 5,608,005 
Totai 89,138.859 40,183,281 


PERFUMERY, COSMETICS & 
DENTIFRICES 


Last year the total 
Colony in Perfumery, 
Dentifrices amounted in value to 
$12,339,472: imports were valued at 
$7,697,286 and exports at $4,642,186; 
the excess of imports over exports came 
to $3,055,100. From the USA and the 
United Kingdom came the bulk of the 
imports, amounting respectively to 
$5.26 m. and $1.24 m. About 50% of 
the exports or $2.24 m. went to Macao 
and $1.89 m. to Malaya; the exports to 
Macao were actually for China which 
is shown as importing only a_ small 
quantity, whereas formerly large 
quantities went into the country. The 
prohibition on the importation of 
luxury goods into China by the People’s 


trade of the 
Cosmetics and 


Govt. has encouraged the trade via 
Macao. 
Perfumery, Cosmetics & Dentifrices 
IMPORTS 
HK$ 
TS A er antpacsisic ciate ahetare’ atais ney nit openers 5,262,784 
United Kingdom ........... 1,246,394 
WTATICS Lares seeks eras eae aisle 569,721 
deustralia)« So; ajc) tte sass 216,477 
South “China. Pi eens ce odeer 149,222 
Switzerland’ sb... Saeceene 64,389 
Philippines, cine. adeeevees 51,820 
HollanGintsin0 kena pemes ces 41,618 
INOEtH “CHINA: sieeve viapsieosa 38,130 
South, Korea’... .c-- += 2.05 27,000 
IWR ACA CE Rita 3 fete vin wer ertee 15,139 
India... 8,537 
Belgium 3,285 
Denmark 2,370 
Malaya 450 
Potal: ekhvciveiek ha Meshes » tente 7,697,286 
EXPORTS 
HK$ 
BY COE ON Ne een ee ciceme cenit gece 2,247,208 
Malaya © “Tare cstee eta cencen ote one 1,889,779 
TAAOnESIA” Mahaeiwnickienlpeenn kee ae 182,334 
Thailand’ go) cis. bee eine eciate terre 104,671 
Burma serosa = roses cenes ecbete «dhe 102,580 
PREP DINGS TS Fs ace aye ve cre ee 31,552 
By pot: 8 oe 5 Sec Reds, Mee a nite tee 18,557 
North SBOrneo Gaswensis- cients wats 14,720 
SOs ty Cia is sieserchspere Rhee are sven 14,480 
Seuth Korea 6,553 
Japan’ es 6,248 
North Korea 4,826 
Middle China 4,541 
Indochina 3,600 
Australias jacdces 2,343 
British Empire, Other ...... 2,058 
Canada: cso. sarcraspole aerate warns Min atalers 1,640 
North China 1, 
USA Gaines 1,074 
India® -onsaaasee 1,000 
Other countries 1,122 
BOCA 0 enream aleciotsie sistesiasiostereteys 4,642,186 


1950 


Monthly qmnens Monthly Exports 


$ 
January 323,721 236,991 
February 655,198 258,826 
March 521,724 269,735 
April 463,242 182,249 
May 710,516 409,711 
June 795,318 320,140 
July 291,838 570,570 
August 536,637 394,942 
September 493,975 531,082 
October 753,023 372,197 
November 896,670 486,773 
December 1,254,824 608,970 
Total 7,697,286 4,642,186 
WINE 
The total value of Wine imported 


into or exported from Hongkong during 
1949 was $2,427,139, of which imports 
amounted to $1.78 million and exports 
to $644,199, the excess of imports over 
exports being $1,138,741. 


Nearly 65% of the quantity imported 
came from France and Portugal with 
24,955 galls. and 22,504 galls. respec- 
tively valued at $585,939 and $394,571. 
About 54% of the exports went to 
Macao with 4,241 galls. and Japan 4,149 
galls. amounting in value to $111,710 
and $215,005 each, while to South 
Korea went 2,680 galls. at $92,071 and 
South China took 1,141 galls. at $73,612. 


$ 
685,939 
394,571 
85,163 
163,495 
1 210,549 
Sigg AdaneAge 3,241 98,716 
UES CALF fh ioareisien, 1,766 29,766 
Holland _...... 1,331 42,740 
South Africa 762 17,787 
Denmark 650 29,779 
Switzerland 263 7,360 
Germany 230 9,172 
Macao : ...... 174 4,644 
Malaya ....... 30 1,409 
Thailand. 30 1,063 
West Indies 12 767 
PP OCAL earctstersi> siristsiore tere 73,059 1,782,940 

EXPORTS 

galls. $ 
MVICOQ eI eaisisis eislaleleiray=) 208 4,241 111,716 
APP AN Se yeiais ssvatetcio ele sicvayals 4,149 215,005 
South Korea .2..505.006. 2,680 92,071 
South, China... .h<icceus 1,141 73,612 
North China fiat .scc. aes 928 47,921 
Worth Korea 20). oon. sins 630 25,877 
Atistralla® Fen.) teisice eae 526 18,595 
Tndonesiay ssn... ce see ce 442 19,842 
IMLAY AYP apiaatasis sue biiece 368 15,269 
‘MHAMAN YO eecs sme cael 202 9,769 
Middle China .2........ 168 7,958 
Philippines ............ 17 5,412 
North Borneo .......... 12 947 
BuUIMa ec sect ews escese 4 211 
BEOLAL ies iciecleieleieal= is sisia 15,568 644,199 
Monthly Imports Monthly Exports 

galls $ galls, $ 
January 5,249 118,085 904 31,760 
February 4,333 92,133 962 42,038 
March 4,904 169,313 1,623 60,149 
April 3,442 5,84! 392 16,331 
May 8,670 231,768 2,792 113,227 
June 9,797 196,893 475 385 
July 9,417 175,630 2,099 56,807 
August 7,021 147,518 900 31,098 
September 3,931 134, 1,237 ,640 
October 609 101,572 2,093 125,963 
November 2,449 115,653 1,041 55,120 
December 10,237 204,097 1,050 45,681 
Total 73,059 1,782,940 15,568 644,199 
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FINANCIAL REPORTS 


FINANCIAL & BUSINESS REPORT 
FROM MANILA 


As anticipated the International Re- 
serves of the Central Bank of the 
Philippines have shown improvement 
during the month of April and a total 
of approximately US$3,000,000, was 
added. Unfortunately this situation is 
not expected to maintain itself and the 
Central Bank is instituting a new sys- 
tem of rationing of dollars on a month- 
ly basis and issuing foreign exchange 
licenses only in the amount of incoming 
foreign exchange. 


U.S. Government expenditures are 
expected to be considerably reduced 
and at least 4 U.S. Government Agencies 
are closing up by June 30th with for- 
eign and local personnel dismissed. 

General business conditions are any- 
thing but cheerful and there seems to 
be considerable shortage of cash. Sea- 
sonal decline is partly responsible for 
the present state of business, however, 
the purchasing power of the people is 
low and internal situation prevents 
normal preoccupation with agriculture. 


BUTTER 
Hongkong’s trade in Butter during 
1949 showed a total of 1,406,696 lbs. 


valued at $3,064,531; imports came to 
1,405,463 lbs. ($3.06 million) and ex- 
ports to only 1,233 Ibs. ($4,355), imports 
being mainly for local consumption. 


Practically all the Butter imported 
(fresh, salted or melted) came from 
Australia, a very small quantity coming 
from the USA. A few exports went to 
South Korea 636 lbs. ($3,097) as well 
as to other countries. 


Butter 
IMPORTS 
Ibs. $ 
Avistraliah 2% .ihinstes e- 1,404,742 3,057,723 
SAC ainsets Ofspiitteys 721 453 
LOCAL cats sini ierereieccia's 1,405,463 3,060,176 
EXPORTS 
Ibs. $ 
South Korea 636 3,097 
MACRO EL. de eceaice 216 262 
North China 144 381 
South China 121 265 
Indochina_...... 96 298 
Central China ... 16 41 
TRatland  iiadsesienes « 4 11 
POtalS tafe cccieaie(oets icra 1,233 4,355 


Monthly Imports Monthly Exports 
Ibs. $ lbs. $ 


Jan. 29,913 66,069 96 254 
Feb. 91,164 198,154 180 168 
March 47,344 97,679 144 525 
April 53,796 113,970 _ — 
May 435,278 867,918 67 125 
June 14,631 30,606 34 89 
July 66,622 142,752 40 103 
Aug. 122,082 250,804 636 3,094 
Sept. 35,378 86,921 36 

Oct. 192,485 441,064 _ _ 
Nov. 247,382 599,713 _ a 
Dec 69,388 164,526 _ — 
Total 1,405,463 3,060,176 1,233 4,355 


The expected opposition to the new 
Import Control law came from an un- 
expected source—U.S. Embassy. Am- 
bassador Myron Cowen presented a 
protest to the P.I. Government in con- 
nection with the proposed 40% alloca- 
tion of the total Import Quotas to new 
Filipino importers. This constitutes 
violation of the’ Trade Agreement with 
the U.S. guaranteeing equal treatment 
of American nationals and business. 
The protest was unexpected since 
various laws enforced by the P.I. Gov- 
ernment which were in violation of 
the existing treaties, such as non- 
convertibility of peso, restricted trade, 
ete. did not draw any protest from the 
U.S. Government and were evidently 
sanctioned. Representatives of Great 
Britain and China have also. lodged their 
protests and under pressure from all 
sides it was decided to extend the pre- 
sent Import Control Law until May 
18th “pending further studies by the 
Congress.” 


Domestic gold prices have somewhat 
strengthened and business was done at 
97 peso per ounce, however, market 
remained quiet. 


Speculators feel that the tight money 
situation is a result of Central Bank’s 
control of credit, and that this condi~ 
tion is intentional to prevent runaway 
prices and further inflation. If this 
should be the case than it must be 
admitted that the Central Bank’s policy 
is sound and commendable. In _ its 
excellent Statistical Bulletin No. 2 
published by the Economic Research 
Department of the Central Bank a very, 
interesting Table appears: 

INTERNATIONAL RESERVE AND ITS 

RATIO TO MONEY SUPPLY 
As of End of Months Indicated 
(Million Pesos) 


National 
Treasury 
Central Money ’ 

End of period Bank supply * Ratio of 

(1) (2) (1) to (2) 
1945-December 1,114 1,120 99.5 
1946-December 668 940 71.1 
1947-December 779 1,015 76.7 
1948-January 775 999 17.6 
February 789 1,001 78.8 
March 781 1,031 75.8 
April 761 1,021 74.5 
May 787 969 81.2 
June 827 1,127 73.4 
July 844 1,167 72.1 
August 805 1,136 70.9 
September 813 1,112 73.1 
October 819 1,171 69.9 
November 811 1,185 68.4 
December 801 1,194 67.1 
1949-January 715 1,170 61.1 
February 648 1,155 56.1 
March 672 1,124 59.8 
April 688 1,155 59.6 
May 683 1,100 62.1 
June 642 1,081 59.4 
July 573 1,046 54.8 
August 970 1,051 54.2 
September 558 1,082 51.6 
October 528 1,093 48.5 
November 469 1,075 43.6 
. _ December 461 1,037 44.5 
1950-January 442 1,056 41.9 
February 442 1,061 41.7 


* MONEY SUPPLY — Money supply has: 
been defined as consisting of currency issued 
minus cash of the National Treasury and in 
bank vaults; plus the total peso checking 
deposit liabilities of all commercial banks, 
excluding the deposits of the National 
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Government and inter-bank deposits, but 
including the unused overdraft lines and the 
total manager's, cashiers’ and certified checks 
outstanding. : 

Silver peso coins of small denomina- 
tions are found readily, however, there 
still aovears to be lack of half peso and 
twenty centavos coins in circulation. 
Evidently, some silver coins hoarding 
is still going on. 


INDONESIA FINANCIAL REPORTS 


Currency in Dutch New Guinea 


At the middle of March it was an- 
nounced that on March 30 a new cur- 
rency, the New Guinea guilder, would 
be introduced in Dutch New Guinea, 
the only remaining part of the former 
Netherlands Indies which is 
administered by the Netherlands. The 
exchange rate of the new guilder is to 
be the same as that of the Netherlands 
guilder. Notes of one guilder and 
higher denominations, which will be 
unlimited legal tender, will be issued to 
a maximum amount of 25 million 
guilders. Coins which will have limit- 
ed legal tender status will also be put 
into circulation. 


Purposes of Indonesia’s Exchange 
Reform 

The three purposes of the new In- 
donesian foreign exchange policy are 
(a) to decrease the money supply, (b) 
to promote exports, and (c) to estab- 
lish a method whereby exchange rates 
may find their natural level. If infla- 
tion can be reduced, it is thought pos- 
sible that the exchange rate will be 
maintained at the new level. During 
‘the first period of operation of the new 
policy, the price situation is expected 
to be confusing, especially in relation 
to rice. At the new export exchange 
rate, the prices of exports will be 
doubled and in some cases may be 
higher than their domestic prices. 
Though internal prices will also rise, 
the domestic prices of export goods, 
which now enjoy a foreign exchange 
inducement, are not likely to rise 
seriously, but other domestic prices will 
rise to a level corresponding to that of 
export prices. 

Both the export proceeds and the 
local expenditures of European com- 
panies will rise, the latter as a result 
of increased cost of living for Euro- 
peans, larger expenditures for home 
leave, pensions, insurance premiums, 
transportation, etc. The increases in 
expenditures may amount to 50 per 
cent. The European companies are, 
however, expected to receive higher 
profits in Indonésian currency, of which 
special company taxes will absorb 
about 40 per cent. 

Current export regulations are to be 
maintained. By limiting exports of 
scarce products (e.g., coffee, cement), 
this will prevent a rise of the internal 
price level. 

Smuggling should be discouraged be- 
cause the costs of smuggling will now 
be higher than earned profit. The 
costs of imports are expected to be 
three times those prior to the new 


still, 


exchange policy. Black market prices 
should decrease. 

Any amount of goods which are on 
the free list can still be imported. 


Licenses for which payment is not re- . 


quired will be granted for the import 
of capital goods, if they are needed for 
companies of vital importance for 
economic development. The user will 
now have to pay a price 2% or 3 times 
higher than the former price, and these 
higher prices will also affect the prices 
of finished products. 

Import licenses for which payment is 
required have to be obtained for im- 
ports of consumption goods or of capital 
goods for consumption goods industries. 
For consumption goods which were 
rationed—e.g., milk, matches, liquor, 
cigars—a rise of prices can be expected 
to about 2% or 3 times the former 
prices. This means that nearly all 
rationing measures will be abolished 
and that rising living costs will be a 
burden, especially on people with fixed 
income. The rationing of rice will be 
abolished only in Java. The foodstuffs 
fund will be maintained as a price 
stabilizing institution for purchasing 
rice between certain margins. 

Importers will now have to consider 
whether the higher exchange rate of 
import certificates will enable them to 
sell imports at a profit. The issue of 
an import license will no _ longer 
guarantee a profit, The experienced 
larger importers will therefore be in a 
much more favorable position than the 
inexperienced small Indonesian im- 
porters. The Government might, how- 
ever, take measures to assist the latter 
group by granting to then, special im- 
port quotas. 2 


Export Inducement Policy in Indonesia 


Export proceeds will be surrendered 
as heretofore, and paid for in In- 
donesian currency at the official rate 
of 3.80 guilders to the dollar. Exporters, 
however, will then be given negotiable 
“exchange certificates,” expressed in 
Indonesian currency and valid for 30 
days, which entitle holders to purchase 
from the foreign exchange fund 50 per 
cent of the amount sold by exporters, 
provided holders have an import or 
exchange license. In order to secure 
foreign exchange at the official rate, 
importers are now required not only 
to obtain an import or exchange license 
as before, but also to produce a certi- 
ficate for the equivalent of the total 
amount of exchange required. Dealings 
in certificates are confined to banks 
authorized to trade in foreign cur- 
rencies. The official policy will be to 
maintain orderly cross rates. 

The demand for certificates was ex- 
pected to raise their price to about 
twice their normal value. The Javasche 
Bank reports the buying and _ selling 
rates for certificates on March 14 at 199 
and 200, respectively, per 100 guilders. 
The official dollar rate hitherto has been 
3.79 guilders (buying) and 3.81 guilders 
(selling). At the reported certificate 
rates, the effective dollar export rate 
will be 7.56 guilders. Importers will 
pay 3.81 guilders for exchange, and 
7.62 guilders for certificates, which 
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makes an effective selling rate of 11.43 
guilders. The effective sterling rates 
have moved correspondingly. 

The new regulations are expected to 
stimulate exports, particularly of rub- 
ber, which shippers have been with- 
holding for fear of unfavorable action 
on the currency. Price ceilings are to 
be announced for both imports and 
domestically produced goods. 

Currency in Circulation 

Circulation of Javasche Bank notes in 
Indonesia increased from 750 million 
guilders in January 1949 to 930 million 
at the end of the year and 968 million 
on February 22, 1950. The circulation 
of Government notes increased corres- 
pondingly from 875 million guilders to 
979 million and 1,026 million. Advances 
to the State rose from 785 million 
guilders in January 1949 to 1,300 mil- 
lion at the end of the year and, despite 
a book profit of 200 million guilders on 
the revaluation of the gold reserve on 
January 18, had further increased by 
more than 400 million, to 1,728 million 
on February 22. 

A wide variety of circulating media 
has been in use in Indonesia since the 
war, including government’ guilder 
notes, Javasche Bank notes, other small 
notes, and several issues of “republican 
money.” A large quantity of forged 
notes is in circulation. The volume of 
“Uri” (Ueang Republik Indonesia) 
money, the most important republican 
issue, has been estimated at 4% million 
roepiah, though much of this has prob- 
ably been lost. In the latter part of 
1949, Uri money was reported to be 
changing hands at rates around 100 Uri 


to. 0.75 Indonesian guilder. Other 
republican issues had _ depreciated 
further. The total of deposit money 


increased during 1949 from 1,365 mil- 
lion guilders to 1,670 million, and total 
money in circulation increased from 
3,063 million guilders to 3,685 million. 
Despite fiscal measures, restrictions of 
government spending, and an increasing 
supply of goods, inflationary forces 
dominated throughout the year. 

On July 14, 1949, the Javasche Bank 
was authorized, as a temporary mea- 
sure, to issue 0.50, 1, and 2.50 guilder 
notes. These notes have been pre- 
pared, but their release postponed until 
they could form part of an entirely 
new issue which, at the appropriate 
moment, would take the place of the 
issues now in circulation. 


HONGKONG FREE MARKET 

GOLD:—Highest & lowest prices of 
last week ver .945 fine tael $275—266, 
equiv. to~¥9 fine tael and .99 fine oz 
troy $288.09—278.66 and $239.41—231.58 


respectively. Week’s opening rate 
$274%, closing 271. Crosses US$39 
high, 38 low. 


In May 1949 highest & lowest rates 
per .99 fine tael and crossrates were 
HK$6544%4—3883%4 and US$6234—5316 
respectively. Last May, due to the 
illadvised HK Govt imposed ban on gold 
trading (subsequently revised as to 
apply only to bullion which was de- 
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fined as gold over and above 95% 
fineness) local gold market reacted in 
a very nervous-manner and prices sky- 
rocketed; at the same time flight from 
the HK$ was accentuated when com- 
munist successes in North China be- 
came ever more apparent. Against 
last May prices, current prices are 
lower by 28 to 56% for gold per tael 
in HK$, and lower by 29—38% for gold 
crossrates. 


Macao and Canton markets quoted 
per .99 fine taels HK$285—277 and 
HK$269 — 262 respectively. Macao 
quotes approx. at par, Canton 6 to 
642% below Hongkong. 


Change over interest in forward 
market, in favour of sellers, 25c. per 
tael; interest indicates that speculation 
regards present rate as near bottom, 
there is a possibility of interest turning 
in favor of buyers (bulls) if further 
decline. 


Total trading in forward market 
342,000 taels (944% fine) or 57,000 
taels per average operating day. 
Position left open per average 
day 198,000  taels. Most of bars 
turned over are of the paper 
variety (fictitious business) with opera- 
tors paying only small deposit to native 
‘banks and exchange brokers; however, 
weekly figure is still formidable as it 
amounts to a value of approx. HK$92%% 
‘million; the daily position left open 
averages a value of HK$53 million. In 
the forward market the technical posi- 
tion remains as it was: Shanghai and 
most of local operators hang on to 
their overbought positions while 
Swatow and Canton operators are over- 
sold. The interest hedgers (many of 
whom are leading financiers in HK) 
reduced their positions last week (both 
in expectation of higher gold prices and 
discouraged by recent low interest) 
and big bulls absorbed what the inter- 
est hedgers threw on the market. 


Cash (spot) sales totaled 42,980 taels 
officially negotiated in the Exchange 
and 12,500 taels unofficially (not listed 
in but negotiated in the premises of 
the Exchange). Of the above total 
-4900 taels were bought by exporters 
(for shipment from Macao via ports or 
directly to ultimate destinations in 
‘India, Middle East or Europe), 1800 
taels by local jewelers and rest by in- 
terest hedging forward operators. 


Imports of last week totalled 3300 
‘taels (from North China 1300, from 
Canton 700, Indonesia 400, Taiwan 900 
taels). Taiwan imports expected to in- 
-erease shortly as KMT officials have in- 
‘creasingly taken part and afforded pro- 
tection to ‘transportation companies’ 
(i.e. smugglers) although recently Tai- 
wan Govt clamped down on gold smug- 
glers. Nevertheless, Chiang Ching- 
kuo (the Generalissimo’s son, famous 
for his ‘gold yuan’ and gold-foreign ex- 
change compulsory conversion cam- 
paign in Shanghai) is defying the KMT 
“bosses’—with what result remains to 
be seen. 
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Total exports from Hongkong during 
last- week 4900 taels (as above), ship- 
ped to India 2200, Bangkok 1300, Singa- 
pore 900, Indochina 500 taels. Differ- 
ences paid for .99 fine bars (on top of 
price of .945 fine bars) ranged from 
$14.10 — 13.30 (with Exchange chop) 
and $12.90 — 12.20 (without the ap- 
proval chop). Macao exports were 
estimated at over 40,000 ozs (all in fly- 
ing boats chartered by exporters, main- 
ly one native bank in the Portuguese 
colony). 

Market remained quiet last week as 
no stimulating factors entered into the 
calculations of dealers, here and abroad. 

It is no longer the price situation in 
China which, as for many years before 
and until the new govt was established 
in Peking, determines local and Macao 
movements but the international bullion 
markets which, as it were, dictate 
quotations here. Against overseas bullion 
centres Hongkong quotes at a discount 
but only when this discount is ample to 
warrant larger shipments will the local 
price move higher, i.e. more in line 
with New York and other gold markets. 
The usual crop of rumours affect local 
sentiment but has little effect on gold 
prices. Last week there were recur- 
rent rumours about the international 
tension — but the talk about USSR- 
USA tension gets stale. Of more neu- 
rotic importance was the HK Govt ac- 
tion in dealing with Chinese aircraft at 
Kaitak; after all Hongkong’s future de- 
pends more on relations with China and 
the new Chinese Govt than on the ‘in- 
ternational scene’. 


Highest & lowest .945 tael gold and TT 
New York quotations:— 


Gold US$ 
May high low high low 

SY Sree 275 2675, 61334 612% 

Lect 273% 266 612% 610 
LO tenses 272, 267% 611 609% 
Eh i ee 274 268 613 610% 
OS tere 272%, 269% 614 611% 
Ue Ste © 271% 26934 614 613% 


Silver:— Highest & lowest rates in 
HK$: per .99 fine tael 4.81 — 4.80, Chi- 
nese dollar coin 3.07 — 3.01%, twenty 
cents coins (5 pes) 2.35 — 2.33. New 
York and London quoted unchanged at 
73 cts. and 634d. spot & forward. 
Total business: 98,000 taels in weight 
(mostly coins)., Imports very small 
(some cargo from Canton and via 
Macao). Exporters were stocking up 
as current prices considered reasonable. 

US$:—Highest & lowest rates of last 
week per US$100 in HK$:—notes 608% 
— 605, DD 611 — 606, TT 614 — 609%, 
equiv. to crosses at 1/3 partity of US$ 
2.605 —2.625 (= 64% — 7% below offi- 
cial London/New York parity). 

HK$ in New York was steady to firm, 
a result of larger China exports, via 
HK, to the US. Bangkok and Manila 
dealers were sellers, in addition to 
Shanghai financiers, as they covered 
for remittances of overseas Chinese to 
Swatow and Amoy; inward remittances 
from US Chinese decreased not because 
of unwillingness of Chinese abroad to 
support their families back home but 
as a result of lower earnings in US and 
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heavier expenses (i.e. higher cost of 
living in America). The rate would have 
slumped more if not one leading British 
firm and one agent of the Chinese Govt 
would have made larger purchases in 
the free market. 

Total business transacted last week: 
US$ 1,675,000, of which TT 960,000, DD 
and notes 715,000. 

Bank Note Rates:—In HK$ per 100 
units for piastres, guilders and baht; per 
one unit of other currencies:—piastre, 
forward, 12, Nica guilder 4.3 — 4, Java 
bank guilder 2.5 — 2.2, baht 26.40, 
small baht notes 25%. British pound 
15.60 — 15.47, Australia 12.75 — 12.70, 
Canada 5.43—5.35, India 1.0734—1.0344, 
Burma .80—.7912, Ceylon .97, Malaya 
1.83—1.8234, Philippines 2.49—2.38. 


CHINESE EXCHANGE & 
FINANCIAL REPORTS 


Foreign exchange rates in China 
remained unchanged but’ black market 
rates showed a weak trend further 
testifying to the general improvement 
in financial conditions in China. Con- 
fidence in the new currency is now 
spreading which is not only noticed 
among the Chinese living in China— 
where a certain amount of compulsion 
may be expected—but also among 
overseas Chinese who are sending 
funds to their relatives and friends 
increasingly through official (authorised 
exchange) banks. 

Dealing in Chinese currency has be- 
come now ‘respectable’ in Hongkong 
and native banks and exchange shops 
keep larger amounts in their vaults. A 
change of sentiment as regards the new 


legal tender of China is observed 
everywhere. Chinese immigrants, en- 
tering Hongkong, no longer exchange 


all their money into HK$ or US$ but 
retain Chinese currency which they 
only sell if they need funds for local 
expenditure. 

The native exchange market herve is 
increasingly transacting Chinese bank 
notes; last week’s business totaled 
over HK$ 1 million worth of People’s 
Bank notes at rates of HK$ 1.63--1.75 
per 10,000 (or PB$ 5714—6061 per 
HK$, against official draft rate of PB$ 
6000). (In small border trade one HK$ 
fetched only PB$ 5500). 

HK currency notes in Canton have 
ceased to be seen though there are still 
some large hoards. Continued stability 
of the PB$ will, sooner or later, lead to 


the voluntary liquidation of HK$ 
hoards, . 
Unofficial market remittances with 


Canton totaled HK$ 232,000 at rates 
of $100.10—99.40 per $100 in Canton, 
These transactions are mostly a 
result of certain Canton exporters 
shipping goods out of Kwangtung (with 
or without passing them through the 
Chinese Customs stations) and settling 
exchange in Hongkong. Remittances 
with Shanghai, Tientsin and Amoy 
were, unofficially, conducted in gold 
bars and US notes but very small 
business was put through. 
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Flight of capital from the north to 
Hongkong has virtually come to an end 
and there is now increasing evidence 
that previous capital ‘flighters’, finding 
local conditions not conducive to pro; 
fitable business, are returning with 
their funds to start new enterprises in 
China. Hongkong no longer attracts new 
investment; the amount of idle capital 
here is proot for the lack of new 
openings fcr capital—even in purely 
speculative counters there is no more 
eny chance to make money. If no 
emigration from here is possible (and 
most Chinese possess no documents nor 
are they welcome abroad even as in- 
vestcrs) Chinese financiers wili have 
either to exhaust their resources in 
idle living in Hongkong or to return 
to their homeland and make. their 
peace with the new authorities. Those 
who have reason to stay out of China, 
on account oi previous and high-level 
contacts with the defunct KMT govt, 
may continue to live here untli they 
become a charge on the community— 
deportation is the eventual unhappy 
ending. 


Gold markets operate clandestinely in 
various Chinese cities but turnover has 
become negligible. Canton is the ex- 
ception where rates are however con- 


_Steadier Tone on the 
Hongkong Stock Exchange 


Evidence of further interest on the 
part of investors in those shares which 
appear “cheap,” after the recent decline 
of the order of 20%, was borne out by 
last week’s ‘demand for Telephones, 
China Lights, Dairy Farms, & Watson’s. 
Scrip was found to be scarce, however, 
and buyers even after raising their bids 
had to be satisfied with small lots. The 
general tone of ‘the market remains 
steady to firm but the aggregate value 
of transactions during the week at 
$741,940 was down a little on last 
week’s total $1,099,735. On the other 
hand the number of shares changing 
hands at the total of 55,943 was about 
80% better than for the previous week. 


Among the factors which influenced 
sentiment was a widely publicised re- 
port of a cash payment by the Chinese 
People’s Government for the purchase 
from the Hongkong & Shanghai Hotel 
Co. of the Wagon Lits Hotel in Shang- 
hai; this development stimulated inter- 
est in utilities etc. on the mainland of 
China. The market was also impressed 
by the higher prices of the shares on 
the London Register of the Hongkong 
& Shanghai Bank. It was not over- 
looked that the tax-free interim divi- 
dend for China Lights (i.e. 40 cents on 
the old shares & 24 cents on the new) 
represented 10% increase over last 
year. 


Prices at the close of the week were 
as follows:— 


‘ 
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siderably lower than those of Hongkong 
or Macao (last week about 6 to 7% 
lower). Business is done in .99 fine 
taels (=1.2033 ozs troy). The authori- 
ties are not seriously interfering with 
this trade as it is realised that there 
is no longer any flight from the Chinese 
currency into gold but conversion of 
gold into foreign exchange for pay- 
ment of imports into China (with 
selfprovided exchange). Canton ex- 
ports gold as well as silver to Hong- 
kong and Macao, receives HK$ or US$ 
in return and thus manages to re- 
plenish stocks or buy capital equir- 
ment. It is also supposed that some 
officially held gold has been sold, 
through agents, on the Canton market 
for the same purpose. Canon crossrates 
were recently down to US$34, last 


week abcut 3344. 


aiwan remittances with Hongkong 
are these days the result of capital 
flight; holders of gold in Taiwan are 
anxious to get their assets out of that 
island and rates paid are evidence for 
that rush — viz. 70% -— 71% taels in 
Hongkong per 100 in ‘Taiwan. (A 
flight capitalist in Taiwan loses approx. 


30% of his gold when sending it te 

Hongkong). 
Stock High Low Sales 

$ 

H.K. Govt. Loan 4% 98 bid — — 
Hongkong Bank .... 1240 — 148 
Bank of East Asia .. 100 100 148 
Union Ins. (x.d.) 540 535 165 
Asia Navigation .... .65 bid 65 19,000 
Union Waterboats .. 20 — 200 
H.K. & S. Hotels... 8 8 2,400 
Wheelock Marden .. 21 21 400 
Hongkong Lands ... 3734 _— 100 
Humphreys. ........ 8 8 1,000 
Prams * Vetactdees stirs 1114 10.30 2,900 
Bights)old secon 9.90 915 6,600 
‘> Tle wal Picsurne 6.80 6.70 1,600 
Telephones: | viccenv 1415 1415 200 
Dairy Farts «asses 32 30 3,250 
Wiatsomis fat cunts 2215 20 3,775 
China Emporium .. 915 915 2,190 
Wing #On. hcaoe. ees 62 62 75 
Manetze Sa ae airotes 234 234 2,000 
Ewo Cotton Mills .. 1.80 1.80 2,300 
HONGKONG TELEPHONE CO., LTD. 


The profit made by this Company for 
the year ended 3lst December 1949 
amounts to $1,750,032.69 to which must 
be added the sum of $584,622.43 brought 
forward from 1948, making a sum of 
$2,334,655.12 available for appropria- 
tion. At the forthcoming Annual 
General Meeting the Directors will re- 
commend that this sum be appropriated 
as follows: 


To transfer to Capital 


Reserves tian. cote $ 92,577.00 
To payment of a dividend 

of $1.20 per share free 

of tax on the paid up 

capital of the Company 893,955.60 
To carry forward ...... 1,348,122.52 


$2,334,655.12 
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BUTE PLANTATIONS IMPROVE 


The improvement in rubber prices 
resulting from devaluation have made 
it possible to complete the replanting 
programme on the Selangor Estate, 
(near Negri Sembilan) owned by Bute 
Plantations (1913) Ltd., The statement 
by the Chairman, Mr. J. K. Brand, 
gives a warning that considerable ex- 
penditure will still be necessary to 
bring the replantings to maturity. but 
that taking the long view the position 
is satisfactory, in that 48% of the 
planted area of the Estate comprises 
“medium” trees, 22% are “young” and 
30% are still “immature.” The young 
areas should improve gradually and the 
current period, providing nothing un- 
foreseen occurs, may prove to be the 
Company’s most difficult period. 

The area of the Estate totals 1,875 
acres, of which 1,218 acres represent 
the producing area. The output for 
the year was, as at 3lst December, in- 
creased from 899,400 lbs throughout 
1948, to 929,900 lbs and the annual 
yield per acre tapped rose from 583 lbs 
to 626 lbs. 

Operations throughout the year re- 
sulted in a profit of HK$86,287 which 
was used to reduce the loss brought 
forward from previous years to HK$ 
27,770. While it is premature to fore- 
cast when a dividend can be paid to 
shareholders, the very considerable re- 
duction in the debit balance leads the 
Chairman to hope that this day is not 
for distant. Since the close of the 
financial year, which ended on 81st 
December, a claim for Mal.$15,055 
(say HK$28,000) by the Company 
under the War Risks (goods) Insurance 
Scheme has been paid and a small 
portion of the War Damage Claim may 
be expected to be paid when current 
negotiations are completed. 


ANOTHER GOOD YEAR FOR UNION 
INSURANCE 


Two innovations in the 1949 report 
of the Union Insurance Society of 
Canton are the inclusion of comparable 
figures for the previous year and the re- 
sumption of the practice of vublishing 
details of subsidiary companies and 
branches. The Society has a foothold 
through its branches and subsidiaries, 
(i.e. The British Traders’ Insurance Co.. 
Ltd., the China Fire Insurance Co. Ltd., 
the North China Insurance Co. Ltd., and 
the Yangtsze Insurance Association Co. 
Ltd., the British Oak Insurance Co. 
Ltd., of London & the Beaver Insurance 
Coy of Winnipeg) in the following 
financial centres: London, Toronto, 
Vancouver, Montreal, Winnipeg, Syd- 
ney, Adelaide, Brisbane, Melbourne, 
Perth, Wellington, Auckland, Christ- 
church, Dunedin, Johannesburg, New 
York, San Francisco, Seattle, Calcutta, 
Singapore, Bombay, Manila, Djakarta, 
Shanghai, Tientsin and Hongkong. The 
new chairman of the Society, Mr. R. H. 
Turner, states that experiences in the 
principal fields of operations have all 
proved satisfactory during the year. 
He adds that “business in Hongkong 
has also continued good though that 
in China. which since the war has never 
recovered its former proportions, is 
now negligible owing to the political 
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conditions existing throughout the 
country and the virtual closing of trade 
with Shanghai.” He adds that the full 
effects of the revaluation of Sterling 
cannot yet be gauged, but he attributes 
the increase in the total figures in the 
consolidated balance sheet to no small 
extent to this influence, i.e. an increase 
from £10,023,227 in 1948 to £11,607,048, 
at the end of 1949. 


As has already been announced, the 
Directors have recommended the pay- 
ment of a dividend of £1-12-6 per 
share, free of Hongkong Corporation 
tax, aS compared with £1-10-0, in 
1948. The provision for dividend 
amounts to £219,375, which compares 
with the year’s income of £227,477 
from interest and dividends from in- 
vestments; income from the same 
source, a year ago stood at a figure of 
£202,500 and there has thus been an 
increase of about 8%. 


Stressing the satisfactory nature of 
the distribution between the Marine, 
Fire Accident and General Departments, 
the Chairman reports that the reports 
for these funds are to be strengthened, 
in accordance with the conservative 
practice of leading. British Insurance 
Companies. The reports discloses the 
following position in the various funds. 

MARINE. In accordance with more gen- 
eral practice commissions have this year 
been deducted from premiums instead of 
being included with general expenses. The 
nett premiums for the year amounted to 
£ 2,364,626. After providing £65,000 for 
taxation, releasing £200,000 to Profit and 
Loss Account, the Marine Fund stands at 
£3,013,730, as compared with £2,594,101 in 
1948. 

FIRE. The nett premiums for the year 
amounted to £1,769,848. £97,685 has been 
transferred to Profit & Loss Account. The 
additional reserve has been increased by 
£82,000 by a transfer from Profit & Loss 
-Account and the Fire Fund now stands at 
£996,432, as compared with £805,663 in 1948. 

ACCIDENT & GENERAL. The net premi- 
ums for the year amounted to £683,835. 
£48,782 has been transferred-to Profit & 
‘Loss Account. The additional reserve has 
been increased by £43,500 by a transfer 
from Profit & Loss Account and the Accident 
-& General Fund now stands at £373,534, as 
compared with £307,772 in 1948. 
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Transfers from underwriting accounts 
total- $346,467 and after adding income 
from investments, less normal deduc- 
tions and the claims of minority share- 
holders, the Society showed a profit of 
£473,315, as compared with £334,986 
for the same period of last year. It 
may be added that in the case of the 
subsidiary companies in Britain and 
Canada, although both made a profit, 
the dividend of one, only, taken into 
account. 


Same indication of the spread of the 
resources of the Society can be gained 
from the following comparative sum- 
mary of the investments and Fixed 
Assets, which is included in the Report; 
viz:— 


1948 1949 
ee £ 
Mortgages on Property out 
of the United Kingdom 11,667 ~ 11,667 
Deposit with the High 
Court, London, British 
Government Securities 51,674 49,626 
British Government 
Securities: 0 lineiasiisescie 1,642,249 1,657,605 
Dominion & Colonial Gov- 
ernment Securities 1,537,415 1,682,219 
Dominion & Colonial Pro- 
vincial Securities ..... 141,948 263,000 
Dominion & Colonial 
Municipal Securities .. 109,713 109,599 
U.S.A. Government 
Seeuritiesr acres. octal 1,139,071 1,421,310 
Other Foreign Government 
Securlwes) “Giinassec staan 65,548 61,958 
U.S.A. Railway Debentures 110,012 132,189 
Other Railway Debentures 68,012 137,361 
Railway Preference & 
guaranteed Stocks ..... 14,850 14,513 
U.S.A. Public Utility De- 
Dentures Maecenas letes 194,335 268,380 
Other Public Utility 
Debentures! winsc- se sars 99,844 181,740 
Other Debentures ....... 147,043 215,613 
Other Preference & Guar- 
anteed Stocks ......... 50,342 65,672 
Shares in Marine, Fire & 
General Insurance Com- 
PANES] Wiesctacia dela 560,432 573,286 
Other Ordinary Stocks & 
SHAKES He eieieisi-isls aetiotaaiens 339,608 568,592 
House Property—Freehold 
(at cost, less amounts é 
wiritten: Off)% . .eccciecialeine 373,200 477,953 
House Property—Leasehold 
(at cost, less amounts 
written Offi 0. 1..5 oo. 287,500 289,132 
EDO Gallia eatexcianiataisicibescl siete 6,944,463 8,181,415 


INVESTORS BUY SINGAPORE 

STOCKS 

Signs of the recent improvement on 
the Singapore Stock Exchange were 
noticed at the beginning of May and 
the turnover is reported to have been 
fair. The uncertainty registered on the 
Hongkong Stock Exchange after the 
Nationalist debacle on Hainan, brought 
out some sellers of Hongkong Banks 
and the shares of the Union Insurance 
Society of Canton. The market in 
Australian industrials is understood to 
be attracting the interest of a growing 
number of Malayan investors. The 
spectacular fluctuations in the price of 
the rubber commodity brought an in- 
creased number of buyers into this 
section of the share market; enquiries 
from London for sterling rubber hold- 
ings were also in evidence. 

At the beginning of the month, the 
prices of market favourites were re- 
ported as follows:— 
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The Japanese Shipbuilding Industry 


History of the Japanese shipbuilding 
industry 


The origin of the Japanese shipbuild- 
ing industry on a modern scale dates 
back to about 1890, when Japan had 
turned to capitalistic production. In 
order to catch up with the advanced 
nations of the world, Japan fostered 
under state protection the development 
of essential industries in general. Rapid 
development was made especially by 
the shipbuilding industry under heavy 
state protection from the standpoint of 
strengthening the national defence and 
fostering the growth of shipping with 
a view to developing foreign trade. In 
1950 the average number of workers 
per factory in the shipbuilding industry 
was 403, as compared with 60 in the 
case of manufacturing industries. This 
figure for the shipbuilding industry was 
the highest of all industries, with the 
spinning industry running next with 
373 persons per factory. 


With the sharp increase in the de- 
mand for shipping during World War I 
and the growth of shipping due to the 
expansion of foreign trade, the Japanese 
shipbuilding industry witnessed a fur- 
ther expansion of production facilities, 
with the result that Japan became one 
of the leading shipbuilding nations 
of the world. Whereas ordinarily the 
development of a shipbuilding industry 
requires as its prerequisite the develop- 
ment of the machine-tool and motor 
manufacturing industries, the Japanese 
shipbuilding industry developed by 
nursing from the very start, with its 
own hands, the development of these 
basic engineering industries in view of 
the latter’s immature development in 
Japan at that time. During the world- 
wide depression in. the later twenties, 
the industry was hard hit by the de- 
crease in the amount of orders for ships, 
but it steadily developed after the 
Manchurian Incident (1931), stimulated 
by the increased demand for warcraft 


and by government subsidies for the 
improvement of the quality of ships. 
As the result of the heavy shipbuilding 
of this period, the Japanese shipping 
industry came to rank third in the 
world. 


The development of Japanese ship- 
building is shown in Table I. From 
only 12,000 gross tons in 1900 the out- 
put of Japanese shipbuilding increased 
to 1,730,000 gross tons in 1944, an in- 
crease of 145 times. 

TABLE I. CHANGES IN JAPANESE 

SHIPBUILDING PRODUCTION 
(In gross tons) 


a The extraordinary large production in 
1944 was due to the mass shipbuilding of 
standard wartime ships. Hence it does 
not represent a normal capacity. 


Note: This table includes only steamship 
and steel ships of over 100 gross tons. 


State of production in the post-war 
period 


Production.—With the termination of 
the Pacific War in August 1945, the 
Japanese economy was placed under 
strict Occupation control and reorgan- 
ized in accordance with the “demili- 
tarization” program of the Occupation 
policy. Naturally, the shipbuilding in- 
dustry was subjected to severe restric- 
tions in view of its very high military 
importance. On the one hand ship- 
building facilities were. designated for 
reparations, the Zaibatsus were dis- 
solved and shipbuilding was placed 
under a license system, while on the 
other hand the amount of shipbuilding 
orders sharply decreased owing to the 
suspension of overseas voyage of Jap- 
anese ships and the exhaustion of the 
capital resources of ship-owners. To 


Stock 


% Yield based 
Buyers Sellers on last 
Malayan $ Malayan $ dividend 


Alexandra Buickwork’s Ltd., 


Consolidated Tin Smelters Ltd. 
(ordinary of £1 denomination) 


Frazer & Squire, Ltd. 
Gammon (Malaya) Ltd. 
Hongkong & Shanghai Bank 
Malayan Breweries Ltd. 
Malayan Collieries Ltd. 
McAlister & Co. Ltd 

Raffies* Hotel Etd wo... o2.0.0sss 
Singapore Cold Storage Ltd. 
Singapore Traction Co. Ltd. 


(ordinary) 


Straits Trading Co. Ltd., 
Straits Steamship Co. Ltd. 


(ordinary) 


Wearne Brothers, Ltd. 


Union Insurance Society of Canton, Ltd. . 


SASSER 2.15 2.25 44 
PRE GS 15/6 16/3 8.6 
eee sneha 3.121% 3.1715 6.6 
5 ect 2.45 2.55 5.9 
seen Tae 650.00 675.00 6.3 
eee tees 4.90 5.00 6.0 
can ceria 1.65 1.75 5.7 
Rescate on 36.50 37.50 6.6 
i 2.5735 2.6245 7.6 
SO ausoeeaee 4.75 4.80 6.2 
Roan eRe 13/6 14/6 _ 
Ba che 11.80 12.40 = 
- cE 16.75 17.25 43 

305.00 315.00 44 
eae 2.4745 2.521% 9.9 


these difficulties were added the short. 
supply of steel for shipbuilding on ac— 
count of the slump in iron and steel. 
production, the superannuation of ma-- 
chinery and equipment due to their 
improper use during the wartime and 
the great deterioration in workers’ skill. 
Under such adverse conditions, the 
shipbuilding industry suffered great 
hardships in the post-war period. 


Table II gives a comparison of post- 
war shipbuilding with the pre-war 
record. As compared with an average 
annual production of 2100,000 gross tons 
of new shipbuilding in the 1931-39" 
period (average for every other year), 
production decreased to about one-half 
in 1945, 1946 and 1947 (all post-war 
years herein mentioned are fiscal years 
beginning in April and ending in March 
of the following year). It was not until 
1948 that production recovered to 80% 
of the pre-war average, but even this 
1948 production was only 10% of the 
wartime peak (1944) record of 1,700,000 
gross tons. 


If we turn to the average gross ton- 
nage of ships built in the post-war 
period, we find that the index number 
of their size fell to 44 in 1946 and to: 


24 in 1947 (1931-39 average=100). 
Despite some recovery in 1948, the: 
index number stood at only 50. In- 


cidentally, the index-number for 1945 
(fiscal year) was 123, which was only 
a temporary phenomenon due to the: 
continuation of the construction of ships 
whose keels had been laid down during, 
the wartime. It is clear that, in gen- 
eral, post-war-built ships have dimin-- 
ished in size. 


Table III classifies the post-war-built: 
ships according to types. It is shown 
that cargo ships and fishing boats: out- 
number the other types. 


Table IV classifies the post-war-built 
ships according to size. While ships of 
over 100 gross tons comprise more than 
one-half of the total number of. ships, 
ships of over 1,000 gross tons. account: 
for the greater portion of the total. 
gross tonnage. 


Production Facilities—According to 
Table V showing in detail the equip-- 
ment capacity of the principal dock- 
yards of Japan, the total annual ship- 
building capacity of the total 91 dock-- 
yards in the country is 802,000 gross. 
tons (Source: The Strike Report). In 
comparison with the generally accepted 
estimate of 400,000 to 500,000 gross tons 
of the pre-war annual shipbuilding 
capacity, the equipment capacity of the: 
post-war period represents a consider- 
able expansion, though no simple com-- 
parison is possible in view of the wide: 
variation in the assessments of the 
equipment capacity of dockyards by 
different assessors. In this connection: 
the figures in Table VI showing a com- 
parison of the production facilities ex- 
isting in 1937 and 1946 attest to a: 
certain extent this expansiom of equip-- 
ment capacity. ; 


1950 
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TABLE VI. COMPARISON OF PRE-WAR 
AND POST-WAR PRODUCTION 
FACILITIES OF DOCKYARDS 


Percent 
Item 1937 1946 increase 
Number of plants .. 71 197 177 
Number of motors 
Ch GCOME-P 2) iano. ee 191 299 57 
Number of slips .. 73 153 110 
Number of docks .. 46 79 12 


Form of Management.—The number 
of shipbuilding workers. sharply in- 
creased during the wartime. Though 
figures for the number of workers em- 
ployed at each dockyard during the 
wartime are not available, there was a 
tendency for the shipbuilding companies 
to concentrate their production in large 
dockyards according as the orders for 
shipbuilding increased under the ship- 
quality improvement program adopted 
as a rationalization policy for over- 
coming the shipping depression in the 
pre-war period beginning about 1933. 
The average number of workers per 
factory increased from 648 in 1933 to 
890 in 1935 and to 1,154. in 1937. 
Whereas the percentage of workers 
employed in factories employing over 
5 persons and less than 50 persons de- 
creased from 1.2% in 1933 to 0.7% in 
1935 and to 0.6% in 1937, the percent- 
age of workers employed in factories 
employing over 1,000 persons increased 
from 81.5% to 87% during the same 
period. In the post-war period the 
number of factories doubled from that 
in 1933, chiefly on account of the large 
increase in the number of relatively 
small factories. Moreover, whereas the 


TABLE II. COMPARISON OF PRE-WAR AND POST-WAR 
SHIPBUILDING PRODUCTION 
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number of workers employed in 5-50 
employees group of factories increased 
to 2.2% the number of those employed 
in the over 1,000 employees group of 
factories decreased to 79.7%. At the 
same time the number of workers per 
factory for all groups decreased to 418 
in 1946. From these facts we can see 
that the post-war shipbuilding industry 
of Japan witnessed a diminishment in 
the size of dockyards owing to the de- 
crease in the amount of shipbuilding 
orders and emphasis on the construction 
of small ships. 


However, with the Fifth Shipbuilding 
Program of the 1949 fiscal year as the 
turning point, a_ policy of building 
large ocean-going ships was adopted 
and construction of such ships is now 
underway, with the result that there 
developed a tendency to concentrate 
construction in large dockyards. That 
this increasing reliance on large dock- 
yards will have serious effects on the 
numerous medium- and_ small-size 
dockyards cannot be denied. 

A comparison of the shipbuilding re- 
cords of the large dockyards and the 
medium- and small-sized dockyards is 
given in Table VII. Whereas during 
the period 1931-45 the large dockyards 
accounted for 89% of the total tonnage 
built against only 11% by the medium- 
and small-sized dockyards, the ratio 
in the post-war period fell to 81% for 
the former as against an increase to 
19% for the latter. However, there is 
already a tendency toward concentra- 


(Index numbers, 1931-39 average=—100) 


tion of shipbuilding in the large dock- 
yards under the Fifth Shipbuilding 
Program. 


TABLE VII. COMPARISON OF THE 
TONNAGE BUILT BY LARGE 
DOCKYARDS AND BY MEDIUM- 
AND SMALL-SIZED DOCKYARDS 


Tonnage Tonnage by Total 
by large medium- & _ ship- 


Item 1 small-sized building 
dockyards dockyards tonnage 
(G/T) (G/T) (G/T) 
Pre-war period 
(1931-1945) 5,181,754 665,017 5,846,771 
(89%) (11%) (100% ) 
Post-war period 
(1945-1948 ) 382,822 88,836 471,658 
i (81%) (19%) (100%) 
Fifth Shipbuild- 
ing Program 
(estimate) 260,130 17,210 277,340 
(94% ) (60%) (100% ) 


1 Large dockyards comprise the 24 dock- 
yards of the following 11 companies; 
Hitachi Shipbuilding Co., Ltd., (Chikko, 
Innishima, Kanagawa, Mukaishima, Ona- 


mi and Sakurajima dockyards);  Ishi- 
kawajima Heavy Industries Ltd., 
Kawaminami Industry Co., Ltd. (Koya- 
kijima, Fukabori and Uranosaki dock- 


yards); Kawasaki Heavy Industries, Ltd. 
(Kobe and Senshu dockyards); Eastern 
Japan Heavy Industries, Ltd. (Yokohama 
dockyard); Central Japan Heavy Indus- 
tries, Ltd. (Kobe dockyard); Western 
Japan Heavy Industries, Ltd. (Hiroshima, 
Wakamatsu, Shimonoseki and Nagasaki 
dockyards); Mitsui Shipbuilding Co., 
Ltd.; Nippon Steel Pipe Co., Ltd. 
(Asano, Shimizu and Tsurumi dock- 
yards); Uraga Dockyard Co., Ltd.; and 
Harima Dockyard Co., Ltd. 


A notable feature of the form of 
operation of the Japanese shipbuilding 
industry is the fact that a large number 


TABLE II]. NUMBER AND GROSS TONNAGE OF 
POST-WAR-BUILT SHIPS, BY TYPES 


Percent of 


Index Index Number Total gross total gross 
Average number number Type of ships tonnage tonnage 
Total gross of total of gross Cargo ships <..:......-ccaneseee 155 290,993 61.6 
Year Number gross tonnage gross tonnage Oil tankers. .............++-+0+ 8 27,350 5.8 
of ships tonnage per ship tonnage per ship Passenger ships ...............5 25 agen Ae 
as Railway ferryboats............ 20 39, i 
Pi imaravears Fishing’ boats, = ts eee 290 78,055 165 
1931 50 =: 100,515 2,010 ) MED OEt RIGS 2 340 02 
1933 48 67,574 1,408 ) Ginocs a 7,270 15 
1935 88 Be 1613 ) 100 DOG Mamie ces Mane oulcileiem ae isseknesre © sions , : 
1937 160 428,188 K 100.0 
1939 116 333/431 2'874 ) Ota ee te nee ne henson cece 531 471,658 
Post-war years TABLE IV. NUMBER AND GROSS TONNAGE OF 
(Fiscal years) POST-WAR-BUILT SHIPS, BY SIZE 
ADAG ail! Whe shivers 31 80,770 2,605 38 123 Percent of 
1946 aioe vor Pind sioneterbressiets 119 = 109,545 921 51 44 Number Total gross total gross 
$947 osawesarsniams 212 112,103 510 52 24 Size of ships eooeaes fodnase 
A948 Sew acs. Mecattins 162 169,240 1,045 79 50 “ ies asin ne 
eee ae ee 31 471,658 888 a 800 ca weed Te 73 52,135 11 
post anions : MME, ats cm a 336 61,073 13 
a From August 15, 1945 to March 31, 1946. = 
Note: This table covers steel ships of over 100 gross tons. ive Medco pos Ou Senet 531 471,658 100 


TABLE V. PRODUCTION FACILITIES OF THE 


PRINCIPAL BUILDING COMPANIES 


Name of company 


Annual 
ship- 


Annual 


Area of 


Paid-up building repairing Number premises Number Number 


Western Japan Heavy Industries, Ltd. 
Central Japan Heavy Industries, Ltd. . 
Eastern Japan Heavy Industries, Ltd. .... 
Kawasaki Heavy Industries, Ltd. 
Mitsui Shipbuilding Co., Ltd. 


Harima Dockyard Co., Ltd. 
Hitachi Shipbuilding Co., Ltd. 
Kawaminami Industry Co., Ltd. 
Uraga Dockyard Co., Ltd. 
Nippon Steel Pipe Co., Ltd. 
Ishikawajima Heavy Industries, Ltd. 


Total 12 dockyards 


Total for whole country (91 dockyards) 


Name of dockyard capital capacity capacity of (1,000 of of 
(¥1,000) (G/T) (G/T) employees sq. m.) slips docks 
Nagasaki Dockyard 900,000 80,000 427,000 10,466 1,927 6 3 
Kobe Dockyard ..... 1,200,000 30,000 565,000 8,081 462 5 4 
Yokohama Dockyard 700,000 40,000 397,000 7,841 295 @) 3 
Bopabocoe Ship Plant (Kobe) 60,000 80,000 99,000 7,557 324 6 2 
Spore ae Tamano Works ........ 140,000 60,000 499,000 6,214 456 6 4 
Bahia tee Head Office Plant (Aioi) 250,000 50,000 462,000 5,922 463 5 3 
Sakurajima Plant ...... ) 20,000 150,000 4,906 238 4 1 

avaitit <ialerstare ) 395,000 
“é Innoshima Plant ...... ) 25,000 509,000 4,849 325 5 5 
Pe OCI IAS OB Koyakijima Plant ...... 200,000 60,000 39,000 5,358 1,023 4 5 
Hie atateysathoere eer Uraga Dockyard ...... 150,000 18,000 139,000 3,633 176 3 1 
SO > wer Mt Tsurumi Dockyard . 1,000,000 40,000 0 3,424 ‘ 237 6 0 
aunts No. 2 Plant (Tokyo) 130,000 30,000 232,000 1,828 4% 170 6 2 
DO ee OS OB Ore (1c CODD OOAO 0000-3 DODO Onan 5,225,000 533,000 3,518,000 70,079 6,096 61 33 
Sagtheanecan tation cand 802,200 7,246,000 125,616 10,202 211 98 
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of sub-contracting factories work in 
subordination and under the direction 
of each dockyard. This dependence of 
the dockyards on sub-contracting fac- 
tories is due to the historical reason 
that the Japanese shipbuilding industry 
lacked at the beginning a well-deve- 
loped engineering industry as the basic 
pre-requisite for its development. This 
relationship with sub-contracting fac- 
tories is expected to be continued in 
the future also from the point of view 
of self-preservation through the ad- 
justment of the briskness and slackness 
of shipbuilding due to the irregularity 
in the volume of orders received by 
the shipbuilding industry. 


Finance for shipbuilding in the 
post-war period 


Since the shipbuilding industry is 
completely dependent on shipping for 
orders and operates on an order pro- 
duction basis, the volume of orders 
received from shipping is of the great- 
est concern to the shipbuilding industry. 
However, under the post-war condition 
in which Japanese ship-owners had 
lost by war almost all of their ship- 
holdings and also all of their accumu- 
lated capital on account of the govern- 
ment’s cancellation of war indemnity, 
it has been almost impossible for the 
ship-owners themselves to finance the 
construction or repair of ships. Ac- 
cordingly, the construction or repair of 
ships in the post-war period has been 
financed either by the Japanese Gov- 
ernment or by banks, which financial 
arrangements are a notable feature of 
the post-war Japanese shipbuilding 
industry. 


A noteworthy distinction between the 
pre-war and post-war period is the 
role played by the Reconversion Finance 
Bank and the Shipholding Corporation 
(Sempaku Kodan) in the latter period. 
The Reconyersion Finance Bank, with 
capital contributed by the Japanese 
Government, advanced necessary funds 
to shipping companies and the Ship- 
holding Corporation, while the Ship- 
holding Corporation, with funds borrow- 
ed from the Reconversion Finance 
Bank and also funds contributed 
directly by the Japanese Government, 
sent shipbuilding -orders to the ship- 
building companies. Likewise, the 
shipping companies sent orders with 
funds advanced by the Reconversion 
Finance Bank. The ships newly built 
or repaired after being salvaged have 
been owned jointly by the Shipholding 
Corporation and the shipping com- 
panies. Though the ratios of owner- 
ship between the two are not disclosed, 
it is presumed that they are appro- 
ximately 6 to 4, respectively. Thus, 
the Shipholding Corporation has per- 


formed the double functions of a 
finance company and a_ shipowning 
company (through joint ownership 


with the shipping companies). 


_ 84% of the funds for the construc- 
tion or repair of ships has been in- 
directly provided by the Japanese 
Government, while the remaining 16% 
has been largely provided by the com- 
mercial and industrial banks. It is 


A 
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clear, therefore, that the Japanese 
shipping industry of the post-war 
period has depended for its reconstruc- 
tion almost entirely on external capital. 
(Since it is believed that the Japanese 
Government's direct investment of ap- 
proximately Y5.6 billion in the Ship- 
holding Corporation is not included 
the percentage of state capital will 
increase if this amount is added to the 
figures given). 


It was such government assistance 
that the Japanese shipbuilding industry 
in the post-war period maintained 
operations to a certain extent, but 
obviously the shipbuilding industry has 
not been able to fully display its capa- 
city in view of the total discontinuance 
of warcraft construction on the one 
hand and the huge wartime expansion 
of shipbuilding capacity on the other 
hand. According to Table VIII the 
operating rate (excluding repair) of 
the shipbuilding industry in 1948 was 
only 21.2% of capacity, though this 
rate represented a substantial recovery 
from the rate of 13.7 % in 1946. 


Problems confronting the shipbuilding 
industry ‘ 


With the announcement in December 
1948 of the nine-point economic pro- 
gram for Japan and the Dodge stabili- 
zation program, the so-to-say “stilts” 
economy of the post-war period had to 
be discontinued. Added to this, the 
establishment of a single exchange rate 
at Y360 to the American dollar and 
the subsequent devaluation of the pound 
sterling gave rise to a situation directly 
affecting the Japanese economy. In 
order to cope with this new situation, 
it has been necessary to reorganize the 
whole Japanese economy. 


TABLE VIII. CHANGES IN OPERATING 
RATE 


Gross Percentage 
tonnage Capacity of pro- 


of ship- in gross duction to 

Fiscal year building tonnage capacity 
1945 80,770 — — 
1946 109,545 800,000 13.7 
1947 112,103 800,000 14.0 
1948 169,240 800,000 21.2 


Among the industries greatly affected 
by the new situation are the shipping 
and shipbuilding industries. Some of 
the problems with which these two 
industries are now confronted or will 
be confronted in the new future are 
(1) the standstill in the export of ships, 


(2) the dissolution of the Civilian 
Merchant Marine Committee, (3) the 
slump of the shipping market due 


to excess bottoms for coastwise ship- 
ping,’ (4) the discontinuance of finance 
by the subsidy on steel, (5) the dis- 
continuance of finance by the Recon- 
version Finance Bank, abolition of the 
Shipholding Corporation and direct in- 
dustrial investment with the Counter- 
part Fund. 


In order to overcome these difficulties 
which already confront or will confront 
the shipbuilding industry, it is neces- 
sary to effect further rationalization 
of management and to reduce the ship- 
building cost. As a matter of fact, all 
the shipbuilding companies are already 
doing their utmost toward this end. 
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Production of Malayan Mines 


There was a big increase in the pro- 
duction of iron-ore in Malaya during 
the first quarter of 1950 


lron:—The total production of iron- 
ore for the year 1949 was 8,390 tons 
as compared with 66,162 tons for the 
first three months of this year. Of the 
66,162 tons for the first quarter ot 
1950, 66,069 tons were produced from 
Bukit Besi, Trengganu. The figures by 
the month were:—January, 23,222 tons; 
February, 19,069 tons; and March, 
23,871 tons. 


Tin:—The total production of tin- 
ore for the first quarter of 1950 shows 
a slight decrease as compared with that 
of the last quarter of 1949. The first 
quarter’s output for 1950 was 19,027- 
tons while 19,245 tons were produced 
in the last three months of 1949. The 
figures for tin-ore were: January 6,907 
tons; February, 5,814 tons; and March 
6,306 tons. 

Production of tin-in-ore for the first 
three months amounted to 14,270 tons 
as compared with 14,434 tons of the 
last quarter of 1949. The monthly 
figures were: January, 5,180 tons; 
February, 4,361 tons; and March 4,729 
tons. 


The assay value, used for calculating 
the tin’ metal content of concentrates 
produced, continued at 75.0 per cent. 


Exports of tin ore concentrates in 
the first quarter this year showed a 
decrease of 327 long tons as compared 
with that of the last three months of 
1949. The total exported for the first 
three months was 18,914 long tons. In 
January, the export was 6,779 long 
tons, in February, 5,761 long tons and 
in March 6,374 long tons. 


The number of dredges and gravel 
pump mines working increased by one 
and two respectively. 


The total number of tin mines and 
dredging units operating in Malaya 
was 697 in January, 690 in February 
and 697 in March this year. Of the 
total of 697 mines and dredging units 
in March, 117 were operated by 
Europeans and 580 by Chinese. 


Labour figures on the tin mines 
were 47,093 persons in January, 46,349 
in February, and 46,754 in March. 


Gold:—The production of gold de- 
creased by 1,645 troy ounces in the first 
quarter of 1950 as compared with the 
figure for the last three months of 
1949. The outout in troy ounces for the 
first three months of 1950 were: Jan- 
uary, 1,170; February, 957; and March, 
944, making a total of 3,071 troy 
ounces. 


Coal:—Production of coal in the first 
quarter of 1950 showed an increase of 
14,609 tons over that of the last three 
months of 1949. Figures for the first 
three months of this year in tons were: 
January, 38,099; February, 31,773; 
March, 39,479; making a total of 109,- 
351 tons. 

Labour:—The total’ number of per- 
sons employed in all types of mines 
were: January, 53,049, February, 52,041 
and March 52.421. 
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